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NOW  HE  HAS  THE  FORMULA  TO  DOT 
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Energize  your  business  with  LG. 
Your  total  energy  solutions  partner. 


LG  creates  energy  solutions,  from  generation  and  storage  to  efficient  consumption. 
Its  expertise  in  total  energy  solutions  will  ensure  your  business  excels. 


www.lgenergy.com 


Fuel  Cell 


PV  Module 


EV  Battery  &  Charging  Infra 


Energy  Storage  System 


Energy  Management  System 

(Microgrid  /  Factory  /  Building  /  Home) 
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The  value  of  investments  can  fall  as  well  as  rise.  You  may  not  get  back  the  amount  originally  invested.  ©  UBS  2015.  All  rights  reserved 
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Am  I  a  good 
father? 

Do  I  spend  too  much  time  at  work? 
Can  I  have  it  all? 


We  understand  that  dedicating  more  time  to  the 
ones  you  love  can  feel  like  you're  compromising 
the  work  you're  passionate  about. 

Striking  the  right  balance  isn't  easy.  But  it  is  possible. 

We  can  offer  wealth  management  guidance  to  help 
you  plan  for  the  future  and  provide  the  life  you 
want  for  your  loved  ones. 

So  you  can  have  the  best  of  both  worlds. 

For  some  of  life's  questions,  you're  not  alone. 
Together  we  can  find  an  answer. 


UBS 


ubs.com/goodfather 


PATEK  PHILIPPE 

GENEVE 

Begin  your  own  tradition. 


You  never  actually  own 
a  Patek  Philippe. 

You  merely  take  care  of  it  for 
the  next  generation. 


Annual  Calendar  Ref.  5205G 


Tel:  (1)212  218  1240 

patek.com 
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I  BOY  IN  THE  BUBBLE 

As  the  biotech  market  boils  over,  prodigy 
Vivek  Ramaswamy  is  engineering  a  flurry  of 
deals  that  rescue  drugs  forgotten  by  the  big 
firms.  It  might  make  him  a  billionaire  at  30. 

BY  MATTHEW  HERPER  AND  NATHAN  VARDI 


Photographed  by  Jamel  Toppin 
for  FORBES  in  New  York.  Vivek 
Ramaswamy  wears  a  suit  by 
Ravazzolo;  shirt  by  Calvin  Klein;  tie 
and  pocket  square  by  Nick  Graham; 

watch  by  Breil. 


Style  Director:  Joseph 
DeAcetis;  Style  Associate: 
Juan  Benson;  Makeup  by 
Suzana  Hallili  for  Perfekt 
Beauty;  Hair  by  Tina 
Vukdedaj  for  Oribe. 
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How  can  medicine  perform 
miracles  if  it  can't  clear  customs? 

UPS  for  healthcare  To  us,  it's  about  much  more  than  packages.  That's  why  we  have  dedicated 
teams  of  healthcare  specialists,  trade  compliance  experts,  and  facilities  around  the  world. 

All  working  with  advanced  customs  clearance  processes  to  make  international  distribution  and 
shipping  smoother  for  your  business.  And  with  our  temperature-sensitive  packaging  expertise, 
active  monitoring,  and  intervention  capabilities,  we're  helping  deliver  critical  products  safely  to  the 
people  who  need  them.  From  figuring  it  out  to  getting  it  done,  we're  here  to  help,  ups.com/solvers 


ups  united  problem  solvers™ 
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e  want  a  banker 


When  you  need  someone  to  strategize  with,  well  be  ready  to  talk.  Our 
relationship  managers  take  the  time  to  learn  your  business  and  gain  a  deeper 
understanding  of  your  expansion  goals.  We’ve  successfully  partnered  with 
mid-sized  to  large  corporations  to  help  them  meet  their  global  business 
needs.  With  our  full  suite  of  products  backed  by  our  time-tested  strength  and 
stability,  we’ve  never  been  more  ready  to  support  your  business  today  and 
for  years  to  come.  To  learn  more  about  how  our  capabilities  can  work  for  you, 
visit  national.wellsfargobank.com/F016. 
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Services  USA,  Inc. 
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INSIDE  SCOOP 


Old  School  Learns 

A  New  Way 

BY  LEWIS  D’VORKIN 

I  WAS  ONCE  ASKED,  “What  would  25-year-old  Lew 
think  about  what  current  Lew  is  doing?”  My  answer: 

“I  would  have  been  appalled.”  The  business  I’m  in 
today  looks  nothing  like  it  did  when  I  was  a  bright¬ 
eyed  journalism  student.  Consumers  want  the  news  on 
their  terms,  not  the  way  editors  think  best.  Using  social 
media,  readers  can  be  editors  and  reporters,  too.  New 
forms  of  ads  have  also  altered  the  game.  A  few  weeks 
ago  I  began  a  stint  as  a  guest  Skype  instructor  at  the 
University  of  Iowa,  my  alma  mater.  Very  little  I  was 
taught  back  then  will  be  part  of  what  I  hope  to  teach  a 
new  generation  of  aspiring  journalists. 

Don’t  get  me  wrong.  For  me  the  mission  of  journal¬ 
ism  remains  the  same:  to  observe,  collect,  interpret 
and  inform.  In  my  classroom  days  so-called  objectiv¬ 
ity  was  drilled  into  you.  Actually,  there  is  no  such  thing 
in  newsrooms.  We  all  have  biases,  conscious  or  not.  In 
fact,  social  media  thrives  on  passion  and  authenticity, 
so  long  as  it’s  rooted  in  expertise.  But  that,  as  they  say, 
is  for  another  class. 

My  goal  with  U  of  I  students  will  be  to  stress  product 
development.  News  organizations  must  create  things 
that  audiences  want  to  consume  and  pay  for  one  way  or 
another.  I  was  taught  that  the  story  was  the  thing  and 
that  journalism  was  a  higher  calling.  Journalists  now 
must  also  understand  it’s  a  business  like  any  other. 

My  recommended  readings  (The  Filter  Bubble, 
Writing  on  the  Wall  and  The  Master  Switch)  are  meant 
to  reinforce  those  points.  So  are  certain  lecture  top¬ 
ics:  When  Newsrooms  and  Brand  Journalism  Collide; 
Technology  and  the  Art  of  Journalism;  and  Church  vs. 
State:  When  the  Wall  Comes  Tumbling  Down. 

I  returned  to  the  U  of  I  last  February  for  the  first  time 
in  40  years.  As  I  strolled  the  campus  I  thought  about  a 
professor  named  Bill  Zima,  a  crusty  print  pro  who  stuck 
by  me  as  I  struggled  to  figure  how  to  get  the  Five  W’s— 
who,  what,  when,  where  and  why— into  the  first  para¬ 
graph  of  a  story.  What  students  must  grasp  now  is  alien 
to  them— and  to  many  of  their  professors,  too.  Zima 
himself  would  be  baffled,  but  he’d  tell  me  to  go  report 
the  story  of  change.  I’ve  been  doing  exactly  that  these 
past  five  years.  Now  I’m  teaching  it,  too.  © 
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know  your  business 
nsideout 


WE  BRING 


the  outside  in 


Effectively  transforming  a  business  requires  more 
than  understanding  your  company  and  its 
competitive  landscape.  At  KPMG,  we  combine  a 
deep  understanding  of  your  business  with  our 
broad  cross-industry  experience  to  bring  you  new, 
insightful  ways  to  help  evolve  your  enterprise.  To 
learn  how  KPMG’s  insights  can  help  transform  your 
company,  visit  kpmg.com/transformation. 


FACT  &  COMMENT  —  STEVE  FORBES 


“With  all  thy  getting,  get  understanding" 


SPINELESS  DEMOCRATS 
BACK  OBAMA'S  BLOODY  BARGAIN 

BY  STEVE  FORBES,  EDITOR-IN-CHIEF 


PRESIDENT  OBAMA  has  the  votes 
in  the  Senate  to  sustain  his  veto  of  the 
Republicans’  resolution  to  disapprove 
Obama’s  misbegotten  Iran  nuclear  deal. 

In  fact,  the  White  House  may  succeed, 
via  a  filibuster,  in  preventing  the  agree¬ 
ment  from  even  coming  to  the  Senate 
floor.  No  wonder  more  and  more  Ameri¬ 
cans  are  disgusted  with  our  political 
establishment  these  days.  This  latest 
example  of  our  broken  system  of  govern¬ 
ment  will  only  add  fuel  to  the  rage  mani¬ 
festing  itself  in  the  early  presidential  nomination  races. 

The  Iran  accord  will  profoundly  impact  our  secu¬ 
rity  and  that  of  civilization  itself.  In  all  but  name  it  is  a 
treaty.  According  to  the  Constitution,  a  treaty  must  be 
ratified  by  two-thirds  of  the  Senate  before  it  becomes 
binding.  At  the  least  this  deal  should  require  an  up-or- 
down  vote  in  both  houses  of  Congress,  just  as  happens 
with  international  trade  agreements. 

Neither  will  happen  in  this  case.  Under  what  now 
appears  to  have  been  a  well-intentioned  but  cata¬ 
strophic  miscalculation,  congressional  Republicans 
concocted  an  arrangement  whereby  Congress  could 
vote  on  the  deal,  but  if  Congress  disapproved  it,  Presi¬ 
dent  Obama  could  veto  the  disapproval  resolution! 
Overriding  the  President’s  veto,  of  course,  would  re¬ 
quire  a  two-thirds  vote  of  both  chambers.  The  result: 
Obama  needs  only  a  one-third-plus-one  vote  to  have 
his  agreement  become  the  law  of  the  land. 

Why  did  the  GOP  do  this?  Because  the  White  House, 
in  its  typical  lawless  fashion,  declared  that  the  Iran  deal 
would  be  binding  by  presidential  fiat.  Absolute  European 
monarchs  such  as  Louis  XIV  of  France  must  be  applaud¬ 
ing  from  the  grave  Obama’s  brazenness  in  shattering 
constitutional  restraints  on  his  arbitrary  use  of  power. 

What  Republicans  and  the  handful  of  Democrats 
who  see  the  Iran  deal  for  what  it  really  is  should  have 
done  was  to  pass  two  resolutions:  one  declaring  that 
the  then  prospective  Iran  deal  would  be  null  and  void 


unless  approved  by  both  congressional 
chambers;  the  other  stating  that,  barring 
such  approval,  the  deal  would  not  be 
binding  on  this  or  any  future  President. 

But  the  GOP’s  mistaken  stratagem  is 
no  excuse  for  those  senators  and  rep¬ 
resentatives  who  are  going  along  with 
Obama’s  crazy  scheme.  Their  excuses  fall 
into  three  broad  areas:  No  deal  means 
war,  which  is  the  principal  White  House 
party  line;  the  deal,  while  bad,  might  at 
least  slow  down  Iran’s  nuclear  bomb¬ 
building  program;  and,  finally,  even  if  we  don’t  approve 
the  agreement,  Europe,  Russia  and  China  are  going  to 
break  the  sanctions  that  have  been  imposed,  so  we  might 
as  well  let  U.S.  companies  get  their  share  of  the  booty  Iran 
will  be  dispensing  with  its  oil  revenues  and  all  the  billions 
of  dollars  in  frozen  assets  it  will  be  getting  its  hands  on. 

None  of  these  rationales  holds  water.  Iran  wants  to 
be  the  dominant  power  in  the  Middle  East  and  to  con¬ 
trol— directly  or  indirectly— the  oil  in  Iraq  (where  its 
proxies  already  control  a  piece  of  the  country),  Saudi 
Arabia  and  the  Gulf  States.  With  up  to  $300  billion 
that  will  come  Tehran’s  way  with  this  deal,  as  well  as 
the  tens  of  billions  of  dollars  in  oil  revenue,  Iran  will 
have  the  means  to  rev  up  its  proxies’  level  of  violence 
immensely.  Even  Obama’s  obedient  acolyte,  National 
Security  Advisor  Susan  Rice,  acknowledged  that  some  of 
Iran’s  new  riches  will  go  toward  financing  “bad  behav¬ 
ior,”  her  euphemism  for  terrorist  activities. 

Moreover,  the  deal  will  allow  Iran  to  develop  ballistic 
missiles  and  to  get  its  hands  on  a  treasure  trove  of  con¬ 
ventional  weapons.  Tehran  must  still  be  rubbing  its  eyes 
in  disbelief  that  Obama  caved  in  on  these  two  issues. 

Secretary  of  State  John  Kerry  as  much  as  confirmed 
that  the  Middle  East  is  becoming  more  of  a  tinderbox 
when  he  recently  promised  major  weapons  sales  to 
Saudi  Arabia,  the  Gulf  States  and  Israel. 

As  for  Iran’s  nuclear  program,  everyone  knows  by 
now  that  the  inspection  arrangements  to  ensure  compli- 
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ance  are  a  farce.  Even  if  the  murder¬ 
ous  mullahs  were  of  a  mind  to  scru¬ 
pulously  adhere  to  this  arrangement, 
Iran  will  be  free  in  a  matter  of  years 
to  produce  as  many  nuclear  warheads 
as  it  likes,  along  with  the  missiles  ca¬ 
pable  of  delivering  them  to  anywhere 
in  the  world  it  desires.  You  can  bet 
Turkey  and  Egypt  are  green-lighting 
their  own  efforts  to  get  the  bomb. 

Worse,  Iran  and  North  Korea 
have  demonstrated  that  there  are  no 
adverse  consequences  to  building  nu¬ 
clear  weapons.  In  fact,  just  the  oppo¬ 
site:  They  make  you  more  powerful, 
even  if  your  economy  is  in  shambles. 
For  years  North  Korea  has  received 
billions  of  dollars  in  blackmail  pay¬ 
ments  from  the  West.  Countries  such 
as  Brazil,  Argentina,  South  Africa 
and  who  knows  who  else  are  taking 
careful  note  of  what’s  unfolding.  Bra¬ 
zil  and  Argentina  once  had  incipient 
nuclear  weapons  projects  but  were 
persuaded  to  abandon  them. 

The  net  result  of  Obama’s  Iran 
deal  is  that  it  will  set  off  a  chain  re¬ 
action  of  nuclear  proliferation  that 
exponentially  increases  the  chances 
of  a  nuclear  exchange. 

As  for  sanctions,  the  U.S.  still  has 
the  power  to  inflict  severe  damage  on 
the  Iranian  regime.  A  significant  part 
of  Iran’s  economy  is  controlled  by  an 
elite  branch  of  its  armed  forces  known 
as  the  Islamic  Revolutionary  Guards. 
Their  companies  and  fronts  should  be 
barred  from  dealings  with  the  West. 
Foreign  companies  that  do  business 
with  these  entities  should  be  subject 
to  penalties  if  they  try  to  do  busi¬ 
ness  in  the  U.S.  Most  multinational 
companies  would  prefer  to  avoid  such 
punishment.  Senator  Marco  Rubio 
(R-Fla.)  and  others  are  preparing  leg¬ 
islation  that  would  ensure  just  that. 

The  challenge  with  sanctions  is 
that  Barack  Obama  wants  nothing  to 
do  with  them.  He  believes  that  the 
Iranian  regime,  which  is  the  chief 
sponsor  of  terrorism  in  the  world 
today  and  still  vows  to  obliterate  Is¬ 
rael  and  the  Great  Satan,  i.e.,  the  U.S., 


will  be  our  partner,  like  Britain. 

It’s  one  thing  for  a  know-it-all, 
naive  President  to  stubbornly  cling  to 
rigid,  simplistic,  far-left  views  about 
the  role  of  the  U.S.  in  the  world  but 
quite  another  for  a  crucial  handful 
of  congressional  members  to  humor 
him  by  giving  the  green  light  to  a 
horrible  and  dangerous  agreement. 

Progressives  Are 
Regressives 

Far-left  Democrats  call  themselves 
“progressives”  these  days,  but  they’re 
actually  reactionaries  who  favor  the 
few  against  the  many.  Here  are  sev¬ 
eral  of  the  endless  examples. 

•  Schools.  We’ve  known  since  the 
early  1980s,  when  the  Education  De¬ 
partment  released  a  landmark  report 
on  the  subject,  that  American  public 
schools  have  been  providing  a  subpar 
to  disastrous  education,  especially  to 
kids  from  low-income  households. 
Naturally,  the  teachers  unions  have 
fiercely  resisted  reforms,  particularly 
giving  parents  the  right  to  choose 
to  send  their  children  to  the  schools 
that  best  fit  their  particular  needs. 
Whenever  parents  chained  to  rotten 
school  systems  have  the  opportunity 
to  exercise  school  choice,  they  seize 
it.  Shamelessly,  progressives  always 
side  with  the  unions  against  the 
needs  of  the  children,  thereby  blight¬ 
ing  opportunities  for  youngsters  who 
need  them  most. 

Here  we  are,  at  the  start  of  a 
school  year,  with  pre-college  Ameri¬ 
can  kids  continuing  to  lag  those  in 
other  countries  in  reading,  writing, 
math  and  the  sciences.  Progressives 
show  themselves  to  be  the  spiritual 
heirs  of  stand-pat  monarchs,  tyrants, 
aristocrats  and  plutocrats  of  the  past. 
They  are,  for  instance,  putting  up  a 
ferocious  fight  against  Nevada’s  new, 
sweeping  school  choice  initiative, 
whereby  almost  all  parents  will  be 
able  to  select  the  schools  to  which 
they  wish  to  send  their  kids  instead 


of  being  bound  by  where  they  live. 
(Progressives  conveniently  overlook 
that  this  residential  restriction  hurts 
the  poor.  The  Obamas,  who  have 
plenty  of  money,  send  their  daugh¬ 
ters  to  a  private  school.) 

•  Progress.  Progressives  hate  it.  A 
federal  judge  in  San  Francisco,  of  all 
places,  has— with  dubious  reason¬ 
ing-given  the  green  light  to  a  lawsuit 
that’s  designed  to  destroy  Uber’s 
model.  New  York  Mayor  “Bolshe¬ 
vik  Bill”  de  Blasio  is  still  waging  war 
against  Uber  and  similar  services, 
despite  initial  setbacks  in  his  efforts  to 
strangle  them.  (De  Blasio,  remember, 
spent  his  honeymoon  in  the  workers’ 
paradise  of  Havana,  Cuba.) 

Look  at  Barack  Obama’s  success 
in  pushing  the  FCC  to  impose  sweep¬ 
ing— and  innovation-suffocating— 
regulations  on  the  Internet  that  are 
based  on  a  framework  designed  for 
rotary-dial  telephones.  Already  capi¬ 
tal  spending  in  this  space  is  being 
scaled  back  or  put  on  hold  until  court 
challenges  are  adjudicated.  Should  it 
wish  to,  the  FCC  now  has  the  power 
to  force  you  to  get  government  per¬ 
mission  in  order  to  start  a  website. 

•  Health  care.  ObamaCare  is  giving 
us  higher  costs  and  less  choice  in 
terms  of  hospitals  and  specialists. 

The  quality  of  care  for  Medicaid  users 
continues  to  decline.  Instead  of  being 
chagrined,  progressives  whine  that 
we  should  totally  socialize  medicine, 
which  would  lead  to  longer  and  longer 
waits  for  specialists  and  surgeries,  less 
innovation  in  new  devices  and  medi¬ 
cines  and  more  political  involvement 
in  who  gets  scarce  care  (socialism  al¬ 
ways  means  shortages)  as  people  age. 

There  are  countless  other  in¬ 
stances.  “Progressive”  in  this  context 
means  a  dinosaur-minded  person 
who  wants  to  keep  things  as  they 
are,  except  when  it  comes  to  increas¬ 
ing  the  political  power  of  the  far  left, 
which  power  would  turn  upward 
mobility,  already  slowed  by  Big 
Government  mistakes,  into  a  phe¬ 
nomenon  of  the  past.  Q 
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CITATION  LATITUDE 


EXPERIENCE  A  NEW  KIND  OF  MIDSIZE  JET 

A  stand-up,  flat-floor  cabin,  superior  standard  features  and  cost  advantages 
that  competing  jets  just  cannot  match. 

See  it  at  Cessna.com. 

Cessna.com  I  U.S.  +1.844. 44. TXTAV  |  INTERNATIONAL  +1.316.517.8270 
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“IT'S  NOT  JUST 
STREETLIGHTS.  3 
ITS  ABOUT  A  SENSE 
OF  COMMUNITY." 


ODIS  JONES 

CEO,  PUBLIC  LIGHTING  AUTHORITY  OF  DETROIT 


At  one  point,  40  percent  of  streetlights  in  Detroit  didn’t  work. 

This  made  life  even  more  difficult  for  a  city  that  was  already  struggling. 

The  Public  Lighting  Authority  of  Detroit  devised  a  plan  to  reilluminate 
the  city.  But  finding  a  bank  to  finance  the  project  during  Detroit's  bankruptcy 
was  challenging.  Citi  stepped  up  and  committed  its  own  capital,  which 
encouraged  other  investors.  So  far,  thousands  of  new  LED  lights  have  been 
installed,  lighting  the  way  as  a  model  for  similar  projects  around  the  world. 

For  over  200  years,  Citi's  job  has  been  to  believe  in  people  and  help 
make  their  ideas  a  reality. 

citi.com/progress 


The  World's  Citi 


>  2015  Citibank,  N.A.  Citi  and  Citi  with-Arc  Design  are  registered  service  marks  of  Citigrctfjp  Inc.  The  Worfd'S’CHijJ^i  service  mark  of  Citigroup  Inc. 
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He  started  dating 
Taylor  Swift.  He  inked  a 
deal  with  Armani.  And 
he  spun  forth  $66  million 
in  income.  It’s  been  a 
sensational  12  months  for 
Calvin  Harris,  the  Scottish 
DJ  who  tops  the  charts  as 
our  unquestioned 
Electronic  Cash  King. 
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SPORTSMONEY 

Most 
Valuable 
NFL  Teams 

HOW  PROSPEROUS  has 

the  National  Football  League 
become?  The  average  franchise 
is  now  worth  $2  billion— up 
38%  over  last  year  and  93% 
since  2010— while  even  the 
sad-sack  Buffalo  Bills,  the 
league’s  least  valuable  team,  is 
worth  $1.4  billion.  The  average 
Major  League  Baseball  and 
National  Basketball  Association 
franchises,  by  contrast,  are 
worth  $1.2  billion  and  $1.1 
billion,  respectively. 

One  big  reason  for  football’s 
dominance:  the  money  geyser 
of  blockbuster  TV  ratings.  The 
league’s  32  teams  shared 
$4.4  billion  in  national  broadcasting 
revenue  last  season,  compared  with 
just  $1.1  billion  for  MLB  and  $974 
million  for  the  NBA.  (The  latter’s 
new  TV  deal  will,  however,  average 
$2.5  billion  a  year  starting  with  the 
2016-17  season.) 

Its  seemingly  endless 
supply  of  off-held  problems 
notwithstanding,  the  NFL  opens 
its  season  as  the  undisputed 
colossus  of  American  sports. 
Who’s  ready  for  some  football? 
Just  about  everyone,  apparently. 


1-YEAR  CHANGE  =  £ 


%  CHANGE  2010  CURRENT 

FROM  VALUE  VALUE 

2010  (SMIL)  (SMIL) 

ABOVE  150% 


125%  TO  149% 
100%  TO  124% 
75%  TO  99% 
50%  TO  74% 
BELOW  50% 


RANK  TEAM  /  OWNER  /  REVENUE  (SMIL)  /  OPERATING  INCOME  (SMIL) 
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$2,700 


$2,600 


805 


The  Dallas  Cowboys  are  the  NFL’s  most  valuable  team 
for  the  ninth  year  running,  thanks  to  record  revenue  last 
season  of  $620  million. 


CURRENT  VALUE  ($MIL) 

$4,000 


38% 


69% 


Terry  Pegula's  $1.4  billion  offer 
for  the  Buffalo  Bills  last  year  was 
$350  million  more  than  the  next- 
highest  bid,  from  rocker  Jon  Bon  Jovi. 


53% 


56% 


46% 


47% 


50% 


50% 


BY  KURT  BADENHAUSEN,  MICHAEL  K.  OZANIAN  AND  CHRISTINA  SETTIMI 


$1,930 


41% 


$1,900 

34% 


•  $1,875 
|  $1,870 
|  $1,850 


41% 


42% 


Stadium  revenue  for  the  San  Francisco  49ers- 
ticket  sales,  concessions,  luxury  suites,  nonfootball 
events— jumped  160%  last  year  thanks  to  the  team’s 
new  $1.2  billion  home;  Levi  Strauss  paid  $220  million 
for  naming  rights  to  the  facility. 


34% 


36% 


53% 


Quarterback  Philip  Rivers’  new 
contract  from  the  San  Diego 
Chargers  features  the  most 
guaranteed  money  in  league 
history:  $65  million. 


Often  fined,  often 
castigated  tackle 
Ndamukong 
Suh  signed  a 
$114  million  free- 
agent  deal  with  the 
Miami  Dolphins  this 
year— the  largest- 
ever  contract  for  a 
defensive  player. 


$2,500 

44% 

•  $2,450 


J  $2,400 

42% 


The  Seattle  Seahawks’  Paul  Allen 
is  the  NFL’s  richest  owner;  the 
Microsoft  cofounder  has  a  net 
worth  of  $17.3  billion. 
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JESSICA  ALBA 

+$140  MILLION 

NET  WORTH:  $340  MILLION 

Two  months  after  she  graced  FORBES’  cover,  her  Honest 
Company  raises  $100  million  at  a  $1.7  billion  valuation, 
making  her  one  of  America’s  50  richest  self-made  women. 


AMERICA’S  RICHEST  FAMILIES 


CELEBRITY  100 


ALL  FIGURES  AT  THE  TOP  OF  THIS  AND  SUBSEQUENT  PAGES  REPRESENT  CHANGES  IN  WEALTH  BETWEEN  AUG.  11  AND  SEPT.  1. 

SOURCES:  INTERACTIVE  DATA  VIA  FACTSET  RESEARCH  SYSTEMS:  FORBES. 

AMERICA’S  RICHEST  FAMILIES  BY  CHRIS  SMITH;  TOP-’EARNING  DJs  BY  ZACK  O’MALLEY  GREENBURG  AND  RYAN  MAC 


Cardinal  Conclave 


The  NFL’s  Bidwills  cross  the 
ten-figure  threshold. 

THE  ARIZONA  CARDINALS,  who  posted 
just  six  winning  seasons  between  1972  and  2007, 
were  long  a  perennial  NFL  laughingstock,  thanks 
in  part  to  owner  Bill  BidwilTs  famously  penny- 
pinching  ways.  Yet  the  recent  surge  in  value  of 
even  the  lowliest  NFL  franchises  (see  p.  22)  has 
pushed  his  family’s  net  worth  to  $1.4  billion. 

The  Bidwill  family  has  owned  the  fran¬ 
chise  for  more  than  eight  decades.  Bill’s  father, 
Charles  Bidwill  Sr.,  was  a  vice  president  of  the 
Chicago  Bears  who  in  1932  bought  the  then 
Chicago  Cardinals  for  $50,000.  Charles  died  in 
1947,  and  his  widow,  Violet,  moved  the  team  to 
St.  Louis  in  1960.  When  Violet  died  two  years 
later,  the  franchise  passed  to  her  sons,  Charles 
Jr.  and  Bill.  In  1972  Bill  (below)  purchased  his 
brother’s  stake  for  $6.5  million. 

Bidwill,  84— who  moved  the  team  to  the 
Phoenix  area  in  1988— now  shares  ownership 
with  his  family;  sons  Michael  and  Bill  Jr.  are 
the  franchise’s  president  and  vice  president, 
respectively.  They’ve  benefited  from  the  NFL’s 
booming  popularity:  Even  after  accounting  for 
inflation,  the  Cardinals,  now  worth  $1.54  bil¬ 
lion,  have  appreciated  7.3%  annually  since  1972. 
Though  they  were  last  in  our  NFL  team  value 
rankings  four  times  between  1998  and  2005,  they 
made  Super  Bowl  XLIII  after  the  2008  season 
and  now  rank  20th  out  of  32  teams  on  our  list. 


Top-Earning  DJs 


CALVIN  HARRIS  has  had  quite  a  year.  Over  the  last  12  months  the  Scottish 
club  DJ  earned  $66  million,  released  an  album  that  rocketed  to  the  top  of  the 
U.S.  dance  charts  and  started  dating  Taylor  Swift,  thereby  dethroning  Jay  Z 
and  Beyonce  as  music’s  top-earning  couple. 

Harris’  haul  ties  his  own  record,  set  just  last  year,  for  annual  DJ  earnings; 
he  nearly  doubled  the  total  income  of  second-ranked  David  Guetta,  the  French 
superstar  who  pulled  in  $37  million.  Not  bad  for  a  guy  who’s  barely  a  decade 
removed  from  employment  as  a  supermarket  stock  boy  in  rural  Scotland.  He’s 
grateful  for  his  success:  “The  rise  of  dance  music  has  been  astronomical,”  he 
told  FORBES  in  2013.  “I  happened  to  be  in  the  right  place  at  the  right  time.” 
For  more,  go  to  forbes.com/electronic-cash-kings. 


4(T).  Skrillex 

United  States  $24  million 


10.  Afrojack 

The  Netherlands  $16  million 


1.  Calvin  Harris 

Scotland  $66  million 


2.  David  Guetta 

France  $37  million 


3.  Tiesto 

The  Netherlands  $36  million 


4(T).  Steve  Aoki 

United  States  $24  million 


6.  Avicii 

Sweden  $19  million 


7.  Kaskade 

United  States  $18  million 


8(T).  Martin  Garrix 

The  Netherlands  $17  million 


8(T).  Zedd 

Germany  $17  million 


11(T).  DeadmauS 

Canada  $15  million 


11(T).  Diplo 

United  States  $15  million 
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ARRIVE 

SIX 

HOURS 

EARLY? 


IT’S  SIMPLE. 

THE  ANSWER  IS  SAP  HANA 


What  if  you  could  react  to  unforeseen 
events  with  unprecedented  agility? 
SAP  HANA'  is  helping  one  major 
airline  crunch  petabytes  of  data  and  a 
multitude  of  variables  to  cut  the  time  it 
takes  them  to  respond  to  unanticipated 
events— from  six  hours  to  less  than  a 
minute.  What  could  your  enterprise  do? 
For  more,  go  to  sap.com/simple 


Run  Simple 


Leader  Board 


WALTON  FAMILY 

-$14.2  BILLION 

NET  WORTH:  $135  BILLION 
Wal-Mart  sales  in  Brazil  and  China  were 
lagging  even  before  market  ructions  helped 
erase  nearly  10%  of  the  Waltons’  total  fortune. 


REAL  ESTATE 


Georg  Polzer 

TERALYTICS  |  27 

Teralytics  collects  telecom 
data  globally,  tracking  where 
people— 100  million  in  the  U.S. 
alone— live,  shop  and  travel. 
Metros  buy  the  identity- 
scrubbed  data  for  city  planning. 


30  UNDER  30 

Thinking  Big 


Macro-level  solutions  from 
the  Forbes  30  Under  30, 
in  30  words  or  less. 


68  Stories, 
Bey  View 


Yif  an  Zhang 

PACT  |  27 

Wellness  app  Pact  encourages 
fitness  through  incentives. 
Individuals  earn  money  for 
working  out  (and  pay  up  when 
they  slack  off);  Pact  takes  a  cut 
of  each  reward. 


Bow  down  to  a  new  Australian 
skyscraper  inspired  by 
Beyonce’s  body. 


BEYONCE  WILL  SOON  reach  an  unimag¬ 
inable  new  height  in  her  career— 741  feet, 
to  be  exact.  That’s  because  the  Grammy- 
winning  singer’s  figure  has  inspired  the 
design  of  a  new  Australian  skyscraper. 

Slated  to  break  ground  in  Melbourne  in 
early  2016,  the  curvaceous  68-story  Premier 
Tower  was  designed  by  Elenberg  Fraser  and 
modeled  on  the  writhing  dance  moves  in 
Queen  B’s  music  video  for  “Ghost.” 

“For  the  interiors  we  conceptualized 
what  this  entity  within  might  be,  unpacking 
Beyonce’s  multiple  forces  of  personality,” 
explains  Jansen  Aui,  one  of  the  project’s 
principal  architects.  The  elegantly  appoint¬ 
ed  lobby,  for  instance,  will  reflect  the  singer 
as  “the  muse,”  while  other  shared  spaces 
will  personify  “the  fighter,”  “the  performer” 
and  “the  temptress.” 

When  completed  in  mid-2019,  the  nearly 
million-square-foot  tower  will  contain 
660  one-  and  two-bedroom  apartments,  a 
160-room  hotel  and  retail  space.  The  proj¬ 
ect,  which  was  commissioned  by  Singapor¬ 
ean  billionaire  Koh  Wee  Meng,  will  cost  an 
estimated  $210  million— $40  million  shy  of 
Beyonce’s  net  worth. 


Dan  Pinto.  Dmitriy  Rokhfeld 

MACHINIO  |  27,  28 

“The  Kayak  of  used  machinery,”  Machinio  con¬ 
nects  dealers  worldwide  with  the  300,000 
buyers  who  visit  the  site  monthly  hunting  for 
everything  from  boring  mills  to  asphalt  pavers. 
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NEARLY  SHUT 
DOWN  A 
DALLAS  BAR. 


When  a  musician  and  his  guitar 
unexpectedly  drew  a  crowd  too 
large  for  The  Rustic  bar's  air 
conditioner  to  handle,  the  owners' 
INK  BUSINESS  CARD  gave  them 
the  flexibility  they  needed  to 
purchase  a  new  cooling  system. 


There  are  thousands  of  things  a 
business  cannot  control.  Find  out 
how  Chase  for  Business  helped 
The  Rustic  control  its  finances 
at  Chase.com/forBusiness. 


So  you  can  own  it 


.©  201 5  Chase  &  Co.  All  rights  reserved. 

Credit  cards  are  issued  by  Chase  Bank  USA,  N.A. 


Leader Board 


WANGJIANLIN 

-$5.3  BILLION 

NET  WORTH:  $27.7  BILLION 
When  stocks  tumble,  China’s  richest  man 
gets  buried.  Shares  of  his  cinema  and  real  estate 
companies  have  dropped  at  least  15%. 


BUSINESS  LIBRARY 


Billionaire  Book-Off 

Who’s  publishing's  better  unit  shifter: 

Mark  Zuckerberg  or  Bill  Gates? 


SINCE  ITS  DEBUT 

19  years  ago,  Oprah’s  Book 
Club  has  made  many  a 
grateful  author’s  fortune. 
Can  two  other  billionaires 
turn  the  same  trick? 

This  year  Mark  Zuck¬ 
erberg  announced  that 
he’d  be  reading  a  new  tome 
every  two  weeks.  He  reach¬ 
es  34  million  followers 
with  his  musings  about  his 
picks,  while  through  his  “A 
Year  of  Books”  posts  there 
are  discussions  with  au¬ 
thors  and  with  the  470,000 
who’ve  “liked”  the  project. 
Bill  Gates’  personal  read¬ 
ing  blog  (gatesnotes.com/ 
books)  generates  far  less 
online  chatter— what  lit¬ 
erary  types  might  call  a 
metaphor  for  the  triumph 
of  social  media  over  the 
desktop  PC. 

We  compared  six  recent 
recommendations  from 
these  two  heavyweights’ 
personal  book  clubs  to  see 
who’s  better  at  moving  the 
product  off  the  shelves. 
Two  things  we  learned: 
First,  though  Facebook  and 
Microsoft  might  be  head¬ 
ed  in  different  directions, 
these  two  billionaires  re¬ 
main  fairly  competitive. 
Second,  and  more  signifi¬ 
cant:  No  one,  however  in¬ 
fluential,  can  come  within 
ten  Jonathan  Franzens  of 
Oprah’s  power.  Surprised? 
Nah,  us  neither. 


YTD  SALES  YTD  SALES 

THE  WEEK  BEFORE  TWO  WEEKS  AFTER  SALES  BUMP 

RECOMMENDATION  RECOMMENDATION  % 


THE  VARIETIES  OF  RELIGIOUS  EXPERIENCE  by  William  James 
580  800  37.9% 


GENOME  by  Matt  Ridley 

2,000_ 2,400_ 20 

ENERGY  by  Vaclav  Smil 

100  220  120 

SAPIENS:  A  BRIEF  HISTORY  OF  HUMANKIND  by  Yuval  Harari 
17,000  19,000  11.8 

MUQADDIMAH  by  Ibn  Khaldun 

60  120  100 

THE  PLAYER  OF  GAMES  by  lain  Banks 

1,200  1,600  33.3 


TOTAL  SALES:  3,200  INCREASE:  15.3% 


BILL 


YTD  SALES  YTD  SALES 

THE  WEEK  BEFORE  TWO  WEEKS  AFTER  SALES  BUMP 

RECOMMENDATION  RECOMMENDATION  % 


WHAT  IF?  by  Randall  Munroe 

67.600  76,500  13.2% 

HYPERBOLE  AND  A  HALF  by  Allie  Brosh 

17,400_ 21,400  23 

THE  MAGIC  OF  REALITY  by  Richard  Dawkins 

2,200  3,400  54.5 

ON  IMMUNITY  by  Eula  Biss 

4,000  4,400  10 

XKCD:  VOLUME  0  by  Randall  Munroe 

1.600  2,000  25 

STUFF  MATTERS  by  Mark  Miodownik 

5,550  6,400  15.3 

TOTAL  SALES:  15,750  INCREASE:  16% 


Mr.  Microsoft,  easily.  A  better  bout 
than  Gore  Vidal  vs.  Norman  Mailer,  for  our  money. 


SOURCE:  NIELSEN  NIELSEN  BOOKSCAN'S  U.S.  CONSUMER  MARKET  PANEL 
CURRENTLY  COVERS  APPROXIMATELY  85%  OF  THE  PRINT  BOOK  MARKET 


Leonsis  Libris 


TED  LEONSIS,  a  former  execu¬ 
tive  at  America  Online,  is  cofound¬ 
er  and  partner  of  Steve  Case’s  Revo¬ 
lution  Growth  Fund  and,  as  founder 
and  CEO  of  Monumental  Sports  &  En¬ 
tertainment,  majority  owner  of  three 
D.C.  pro  sports  teams.  Startup  honchos 
who  want  to  end  up  like  him  should 
spend  time  with  their  nose  in  these  six 
works,  all  hand-selected  by  Leonsis 
as  the  essential  works  for  every  bud¬ 
ding  entrepreneur  to  read. 


The  Business 
of  Happiness 

by  Ted  Leonsis 

Leonsis  himself  is 
proof:  Want  to  be 
more  successful? 

Contentment  is  job  one. 

Creativity,  Inc.  by  Ed  catmuii 

Pixar  cofounder  expounds  on  the 
virtues  of  an  inventive,  original, 
enjoyable  workplace. 


Crossing 
the  Chasm 

by  Geoffrey  A.  Moore 

How  do  you  market 
high-tech  products 
to  lay  consumers?  This 
influential  2006  classic 
points  the  way  forward. 


Collective  Genius 

by  Linda  A.  Hill,  Greg  Brandeau, 

Emily  Truelove  and  Kent  Lineback 

True  innovation  comes  not  from  a  single 
inspired  leader  but  an  entire  creative  team. 


From  the 
Other  Side  of 
the  World 

by  Elmira  Bayrasli 

Why  you're  as  likely 
to  find  the  next  entre¬ 
preneurial  genius  in 
Peshawar  as  Palo  Alto. 

Stop  Playing  Safe 

by  Margie  Warrell 

We’re  all  inherently  risk-averse-but 
learning  to  embrace  gambles  might 
be  the  smartest  thing  you  ever  do. 
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BY  NATALIE  ROBEHMED 
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#  haveKINDLE  willTRAVEL 

(cDKDKUIPER,  BANGKOK  |  Amazon  asked  if  I’d  bring  the  Kindle  Paperwhite  on  my  trip 
to  Thailand.  After  wandering  the  crowded  streets  of  Bangkok,  I  found  my  way  to  the 
floating  market  on  the  Chao  Phraya  river  and  got  lost  in  the  Sonchai  Jitpleecheep  series 

Follow  more  journeys  on  Instagram  (cDAMAZONKINDLE 


Leader  Board 


IVAN  GLASENBERG 

-$1  BILLION 

NET  WORTH:  $2.7  BILLION 
Commodities  swoon  pushes  shares  of  his  mining  giant, 
Glencore,  down  30%.  Alex  Beard,  Glencore’s  global 
oil  chief,  drops  out  of  billionaire  ranks  entirely. 


TOP  COLLEGES 

America's  Best  Business  Schools 

AN  M.B.A.  IS  a  major  investment  at  an  elite  school  such  as  Stanford,  where  one 
costs  $300,000  in  tuition  and  forgone  salary.  M.B.A.s  have  become  slightly  less 
valuable  after  the  2008  financial  crisis,  but  grads  from  the  best  schools  still  earn 
back  their  investment,  on  average,  in  four  years. 


1.  STANFORD 

Good  luck  getting  in¬ 
ks  7%  acceptance  rate 
is  the  lowest  of  any 
B-school  in  the  world. 


4.  COLUMBIA 

McKinsey  hired  51 
grads  from  the  class  of 
2014.  Star  prof  Joseph 
Stiglitz  won  the  2001 
Nobel  in  economics. 


2.  HARVARD 

Famous  grads: 
Michael  Bloomberg, 
George  W.  Bush, 
Jamie  Dimon, 

Bill  Ackman. 


5.  DARTMOUTH 

Tuck’s  71%  alumni 
donation  rate  last 
year  was  the  highest 
in  the  world. 


LOCATION 

Palo  Alto,  CA 

5-YEAR 
M.B.A.  GAIN 
($THOU)’ 

$89 

YEARS  TO 
PAYBACK 

4.2 

CLASS 

PRE-M.B.A. 

SALARY 

($THOU) 

$86 

JF  2010 
2014 
SALARY 
($THOU) 

$255 

SCHOOL 

1  STANFORD 

2  HARVARD 

Cambridge,  MA 

84 

4.2 

85 

239 

3  NORTHWESTERN  (KELLOGG) 

Evanston,  IL 

73 

4.0 

72 

188 

4  COLUMBIA 

New  York,  NY 

71 

4.0 

77 

208 

5  DARTMOUTH  (TUCK) 

Hanover,  NH 

68 

4.0 

78 

190 

6  CHICAGO  (BOOTH) 

Chicago,  IL 

65 

4.1 

75 

200 

7  PENNSYLVANIA  (WHARTON) 

Philadelphia,  PA 

65 

4.1 

83 

207 

8  UC  BERKELEY  (HAAS) 

Berkeley,  CA 

64 

4.1 

72 

180 

9  MIT  (SLOAN) 

Cambridge,  MA 

64 

4.0 

77 

200 

10  CORNELL  (JOHNSON) 

Ithaca,  NY 

64 

3.8 

63 

150 

11  YALE 

New  Haven,  CT 

61 

4.1 

67 

188 

12  DUKE  (FUQUA) 

Durham,  NC 

61 

4.0 

62 

160 

13  UNC  (KENAN-FLAGLER) 

Chapel  Hill,  NC 

60 

3.8 

60 

145 

14  TEXAS-AUSTIN  (MCCOMBS) 

Austin,  TX 

59 

4.0 

71 

152 

15  MICHIGAN  (ROSS) 

Ann  Arbor,  Ml 

59 

4.0 

66 

168 

16  VIRGINIA  (DARDEN) 

Charlottesville,  VA 

57 

4.1 

64 

170 

17  UCLA  (ANDERSON) 

Los  Angeles,  CA 

57 

4.0 

62 

160 

18  NYU  (STERN) 

New  York,  NY 

56 

4.0 

68 

164 

19  CARNEGIE  MELLON  (TEPPER) 

Pittsburgh,  PA 

55 

4.1 

61 

151 

20  INDIANA  (KELLEY) 

Bloomington,  IN 

54 

3.8 

57 

130 

6.  CHICAGO 

Seven  Booth  faculty 
and  alumni  have  won 
the  economics  Nobel 
since  1982. 


1  Five-year  total  compensation 
after  graduation,  minus  the 
sum  of  tuition,  fees  and 
forgone  compensation. 
Figures  are  before  taxes  and 
adjusted  for  the  time  value 
of  money. 


7.  PENN 

The  oldest  and 
second-biggest 
program  in  the  U.S. 
boasts  94,000  alumni 
in  150  countries. 


16.  VIRGINIA 

New  dean  Scott  C. 
Beardsley  took  the 
helm  last  month  after 
26  years  at  McKinsey. 


12.  DUKE 

Grads  include  Apple 
CEO  Tim  Cook  and 
Melinda  French  Gates, 
wife  of  Microsoft's 
founder. 


RICHEST  BY  STATE 

New  Hampshire 


POPULATION: 

1.3  MILLION 

GROSS  STATE  PRODUCT: 

$66.2  BILLION 

(2.3%  GROWTH  YEAR-ON-YEAR) 

GSP  PER  CAPITA: 

$49,951 

(RANKS  NO.  19  NATIONWIDE) 

RICHEST: 

ANDREA  REIMANN-CIARDELLI 

$1  BILLION 

SHE  KEEPS  A  low  profile,  and  the  family-owned 
conglomerate  responsible  for  her  wealth  is  no 
household  name,  but  Andrea  Reimann-Ciardelli 
has  a  fortune  built  in  large  part  on  familiar 
brands:  Lysol,  French's  mustard  and  Durex; 
fashion  brands  Jimmy  Choo.  Bally  and  Belstaff; 
Einstein  Bros.  Bagels;  and  Coty,  the  beauty  com¬ 
pany  behind  designer  and  celebrity  fragrances, 
including  Calvin  Klein  and  Marc  Jacobs. 

The  Reimann  fortune-which  FORBES  esti¬ 
mates  to  be  at  least  $18  billion— dates  to  1823, 
when  Johann  A.  Benckiser  founded  an  epony¬ 
mous  chemical  firm  in  Germany  A  man  named 
Ludwig  Reimann  soon  joined;  eventually  his 
family  took  over,  running  the  business  across  the 
decades  and  diversifying  into  consumer  goods 
and  industrial  cleaning  products  in  the  1950s. 

In  1984  Albert  Reimann,  Ludwig's  great- 
great-grandson,  left  11.1%  of  the  family  holding 
company,  JAB,  to  each  of  nine  heirs.  Reimann- 
Ciardelli  sold  her  stake  in  2003,  exchanging  her 
holdings  for  roughly  $1  billion  in  cash  in  a  deal 
with  her  siblings.  (Today  four  Reimanns  who  live 
outside  the  U.S.  retain  stakes  in  JAB,  which  is 
run  by  nonfamily  members.)  Reimann-Ciardelli, 
58,  and  her  husband,  Tom  Ciardelli,  a  retired 
biochemist,  live  in  Hanover,  N.H.  and  spend  their 
time  on  local  philanthropic  pursuits. 
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Give  employees 

the  duck. 

Anything  else 
is  just  chicken. 


Critical  Illness  Accident 


70  percent  of  employees  say 
they’d  likely  purchase  voluntary 
insurance  if  it  were  offered  by 
their  employers.1 

The  question  is,  who  will  you  choose? 

You  could  opt  for  a  voluntary  option  from  another 
carrier,  or  you  could  offer  coverage  from  Aflac  —  the 
provider  whose  promise  is  to  process  and  pay,  not 
deny  and  delay. 

There’s  no  direct  cost  to  employers  for  offering  it, 
and  our  portfolio  of  group  and  individual  coverage  is 
sure  to  complement  any  major  medical  plan. 

You  can  bet  the  farm  on  it. 

Contact  your  Broker,  local  Aflac  Agent, 

or  go  to  aflac.com 


Aftac  SmartClaim® 

One  Day  Pay 


’201 5  Aflac  WorkForces  Report,  a  study  conducted  by  Research  Now  on  behalf  of  Aflac,  January  20  -  February  1 0, 201 5.  Includes  somewhat,  very  and  extremely  likely;  of  those  employees  who 
are  not  currently  offered  voluntary  insurance  benefits  by  their  employers.  One  Day  PaySM  available  for  most  properly  documented,  individual  claims  submitted  online  through  Aflac  SmartClaim® 
by  3  PM  ET.  Aflac  SmartClaim®  not  available  on  the  following:  Short-Term  Disability  (excluding  Accident  and  Sickness  Riders),  Life,  Vision,  Dental,  Medicare  Supplement,  Long-Term  Car e/ 
Home  Health  Care,  Aflac  Plus  Rider  and  Group  policies.  Processing  time  is  based  on  business  days  after  all  required  documentation  needed  to  render  a  decision  is  received  and  no  further 
validation  and/or  research  is  required.  Individual  Company  Statistic,  201 5.  Coverage  is  underwritten  by  American  Family  Life  Assurance  Company  of  Columbus.  In  New  York,  coverage 
is  underwritten  by  American  Family  Life  Assurance  Company  of  New  York.  Worldwide  Headquarters  1 1 932  Wynnton  Road  I  Columbus,  GA  31 999 
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LeaderBoard 


MARIA  SHARAPOVA 

+$30  MILLION 

The  Russian  tennis  star  made  more  money  than 
any  other  female  athlete  for  the  11th  straight 
year,  including  $23  million  in  endorsements 
from  Nike,  Porsche,  TAG  Heuer  and  more. 


For  more  than  60  years  007  has 
been  licensed  to  thrill  in  some  killer 
automobiles. 

JAMES  BOND  RETURNS  to  action  twice  this 
fall:  This  month  he  reunites  with  Pussy  Galore  in 
Anthony  Horowitz’s  Trigger  Mortis,  a  new  novel 
commissioned  by  the  Ian  Fleming  estate,  and 
in  November  Daniel  Craig  completes  his  fourth 
tour  of  duty  on  Her  Majesty’s  secret  service  in 
SPECTRE.  One  thing  never  changes:  After  more 
than  60  years  on  the  road,  007  still  drives  too  fast 


LUXURY  LINEAGE 

James  Bond's  Cars 


1995 

Although  Pierce  Brosnan  takes  a  woman  for  a  spin  in  an  Aston  Martin 
DB5  in  GoldenEye,  Bond’s  car  of  choice  for  the  next  two  movies  is  a 
BMW— most  notably  the  BMW  Z3,  which  came  with  an  ejector  seat- 
thanks  to  a  product-placement  deal  worth  an  estimated  $25  million. 


2015 

In  Daniel  Craig’s  first  Bond  movie,  Cdsino  Royale,  he  wins  a  silver 
1963  Aston  Martin  DB5  in  a  poker  game.  But  for  SPECTRE,  007  gets 
a  modern  upgrade  developed  expressly  for  the  movie-an  Aston 
Martin  DB10  (above).  The  car,  however,  won’t  be  sold  to  the  public¬ 
an  ten  will  be  used  in  the  film-meaning  it’s  for  James  Bond  only. 


1953 

In  the  first  007  novel,  Casino 
Royale,  Bond’s  vehicle  is 
a  1930,  4.5-liter  "Blower 
Bentley”  with  an  Amherst 
Villiers  supercharger.  “Bond 
drove  it  hard  and  well,"  Fleming  wrote,  “and 
with  an  almost  sensual  pleasure.”  A  similar 
Bentley  has  a  cameo  in  the  second  Bond  movie, 
From  Russia  with  Love  (right),  and  features  a 
gadget  rare  for  the  era:  a  car  phone.  A 1929 
Blower  Bentley  set  a  then  record  for  British  cars 
at  auction  in  2012  when  it  sold  for  $7.9  million. 


1974 

Bond  enters  a  bleak  era  of  movie  cars  when  producers  sign  a 
$5  million  product-placement  deal  with  American  Motors  for 
007  to  drive  its  cars— making  Roger  Moore  the  only  Bond  who 
didn’t  drive  an  Aston  Martin  onscreen.  In  The  Man  with  the 
Golden  Gun  Moore  gets  behind  the  wheel  of  the  least  deadly 
Bond  car  of  all  time:  the  two-door  hatchback  AMC  Hornet. 


1977 

A  high  point  for  007  cars.  In  The 
Spy  Who  Loved  Me  Roger  Moore's 
Bond  drives  a  white  Lotus  Esprit  SI, 
an  amphibious  vehicle  that  became 
a  submarine.  In  2013  one  of  the 
production  vehicles  used  in  the 
film  surfaced  at  a  London  auction 
and  sold  for  $997,000.  The  buyer 
was  Tesla  founder  Elon  Musk,  who 
admitted  he  was  “disappointed 
to  learn  that  it  can't  actually 
transform.” 


1987 

Another  new  movie  Bond  means 
another  new  Aston  Martin.  In  The  Living 
Daylights  Timothy  Dalton  drives  a  V8 
Volante  convertible  equipped  with 
missiles,  lasers  and  a  rocket  booster. 

The  car  used  in  the  film  belonged  to 
Aston  Martin  Lagonda’s  then  chairman, 
whose  name  could  have  doubled  as  a 
Bond  villain's:  Victor  Gauntlett. 


1964 

The  ne  plus  ultra  of  Bond  vehicles  makes  the  first  of  many 
appearances  onscreen  in  Goidfinger.  The  silver  Aston  Martin 
DB5  (above)  comes  with  a  few  extras  from  Q  Branch,  including 
revolving  license  plates,  machine  guns  and,  famously,  an  ejector 
seat.  In  2010  one  of  the  two  cars  used  in  the  movie  sold  at 
auction  for  more  than  $4  million. 
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NET  WORTH:  $2.1  BILLION 
His  Providence  Equity  Partners  sells  the  triathlon  series 
to  a  company  run  by  Chinese  billionaire  Wang  Jianlin 
in  a  $900  million  deal,  quadrupling  its  initial  investment. 
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OUR  SEPT.  7  cover  story  on  Tesla’s  “high- 
end  disruption”  of  the  automotive  market 
as  it  works  (and  occasionally  struggles)  to 
deliver  its  Model  S  and  new  Model  X  drew 
praise  for  Elon  Musk,  the  company’s  bil¬ 
lionaire  founder,  particularly  from  environ¬ 
mentally  minded  readers.  Tweeted  Matt 
Roxburgh,  “Tesla’s  biggest  achievement 
is  turning  ‘it’s  electric’  from  a  negative  to 
a  desirable  feature.”  Added  Maken  Tosch: 

“I  can  hear  the  oil  industry  cringing  right 
now.”  Tongues  wagged,  however,  over  what 
Y  Combinator’s  Sam  Altman  called  Musk’s 
“sinister”  appearance  on  our  cover.  Tweeted 
Musk  himself:  “I  appreciate  the  kind  words 
in  the  article,  but  judging  by  the  [picture],  it 
looks  like  your  Photoshop  bill  was  very  high.” 


THE  INTEREST  GRAPH 


Our  expose  of  dodgy  academic  and  corporate  practices  at  San  Francisco’s 
Academy  of  Art  University  divided  the  critics,  but  online,  no  one  could  look  away. 


“Neither  delays 
nor  the  cash  burn 
fazes  Musk.  He  just 
wants  to  focus  on 
making  the  world's 
best  car.” 


“Behind  the  shiny 
facade  is  a  less  than 
lustrous  business: 
luring  starry-eyed  art 
students  into  taking 
on  massive  amounts 
of  debt.” 
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ART  ATTACK 

Katia  Savchuk’s  investigation  of 
San  Francisco’s  Academy  of  Art 
University  and  its  president,  Elisa 
Stephens,  generated  impassioned 
commentary  from  all  sides. 


"We  have  high-quality  faculty- 
and  students  who  generally 
express  high  satisfaction  with 
their  educational  experiences. 

...  Our  standards  are  high— and 
our  programs  are  rigorous.” 
—Elisa  Stephens,  president,  AAU 


Stephens’ full  letter  and  Sav¬ 
chuk’s  response  are  in  the  com¬ 
ments  section  atforbes.com/ 
artconvo. 

"SF  media  has  failed  to  cover 
this  story  for  20  years,  but 
kudos  to  FORBES.” 

—Ryan  Freitas,  director  of 
product  design,  Uber 


“One  of  those  stories  you  wish 
you  had  done  first.  Excellent 
job." 

—Audrey  Cooper,  editor  in  chief, 
San  Francisco  Chronicle 


"What  a  slanted  slam 
piece!  I’m  a  former  full-time 
Academy  of  Art  instructor 
and  administrator  who  wasn’t 
fired  and  [is]  thus  chewing 
sour  grapes,  an  apparent 
prerequisite  for  the  writer’s 
interviews.” 

—Ellen  Supple 


“Of  those  who  graduated 
AAU,  I’d  say  the  amount  of  us 
who  actually  found  work  is 
lower  than  5%.  I  was  fortunate 
to  find  work  in  my  industry, 
but  I  struggle  with  over  150K 
in  student  loans.” 

-Adam  Dix,  AAU  class  of  2011 
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Hybrid  Clouds 
Without  Compromise 

HYBRID  CLOUD  IS  ALL  ABOUT  INNOVATION  AND  TIME  TO 
MARKET.  MODERN  CLOUD  LIFECYCLE  MANAGEMENT  ENSURES 
THAT  SECURITY  AND  GOVERNANCE  KEEP  PACE. 


By  Jeff  Doyle 


Cloud  services  have  revolutionized  the  way 
businesses  innovate  and  the  speed  at  which 
they  bring  innovations  into  the  market.  Hybrid 
cloud  is  revolutionizing  the  way  cloud  services 
are  used.  Cloud  services  reduce  or,  in  many 
cases,  eliminate  permanent  capital  infrastruc¬ 
ture  investments  as  a  prerequisite  to  the  devel¬ 
opment  of  new,  potentially  game-changing 
applications.  The  pay-as-you-go  cost  model 
of  public  cloud  services  means  that  develop¬ 
ment  resources  can  be  deployed  and  released 
within  hours,  if  not  minutes.  And  now,  with 
organizations  becoming  adept  at  utilizing  the 
hybrid  cloud  deployment  model,  agility  and 
speed  of  development  are  better  than  ever. 


But  the  very  qualities  of  the  cloud  model 
that  benefit  your  business — agility,  speed 
and  availability — can  outstrip  IT's  ability  to 
secure  and  govern  your  information  ser¬ 
vices.  According  to  Bill  Berutti,  President, 
Performance  &  Availability,  Cloud  &  Data 
Center  Automation  at  BMC,  "That's  been 
a  big  initiative  for  us:  How  do  we  allow  IT 
to  do  its  job  of  keeping  the  company  safe 
and  doing  so  with  a  reasonable  budget, 
while  still  moving  at  the  speed  that  business 
requires  to  stay  competitive?" 

Brian  Moynihan,  CEO  of  Bank  of  Amer¬ 
ica,  frequently  speaks  about  the  challenges 
modern  information  services  face.  On  one 
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hand,  the  bank  must  constantly  innovate  and 
improve  in  such  areas  as  mobile  banking  in 
order  to  stay  competitive  and  within  budget. 
But  innovation  cannot  come  at  the  cost  of 
weakened  security. 

The  challenges  for  IT  are  not  any  different 
from  what  they  have  always  been:  securing 
intellectual  property,  protecting  corporate 
and  customer  data,  and  ensuring  regulatory 
compliance.  The  self-service  nature  of  the 
cloud,  though,  makes  it  easy  for  your  staff  to 
circumvent  traditional  IT  governance.  Keeping 
up  means  deploying  new  tools  designed  for 
managing  a  cloud  infrastructure. 

Security  for 
Cloudy  Weather 

The  nebulous  edges  of  a  hybrid  cloud — mix¬ 
ing  public  and  private  cloud  deployment 
models — complicate  security  operations. 
Some  of  the  complications  arise  from  the 
nebulous  nature  of  the  cloud  itself.  Where 
are  the  network  edges?  Where  are  your  soft 
spots?  As  always,  you  have  to  protect  your¬ 
self  from  malicious  attacks  such  as  viruses, 
DDoS  and  unauthorized  access.  But  data 
integrity  is  also  a  huge  concern  in  the  cloud. 

A  study  conducted  by  Oxford  Economics 
indicates  that  CIOs  across  multiple  business 
verticals  consistently  name  the  security  of 
corporate  and  customer  data  as  their  biggest 
worry  about  cloud  services,  far  outweigh¬ 
ing  such  concerns  as  viruses,  interface  and 
API  security,  and  identity  theft.  This  concern 
circles  back  to  the  popularity  of  hybrid  clouds 
for  competitive  innovation:  Development  in 
the  cloud  without  the  right  safeguards  can 
expose  sensitive  intellectual  property,  includ¬ 
ing  new  application  software,  to  corruption 
or  theft. 

Losing  control  of  data,  or  being  unsure  of 
its  location,  is  particularly  problematic  if  your 
business  is  in  a  sector  that  must  meet  strict 
regulatory  and  audit  requirements,  such  as 
healthcare  or  finance.  You  cannot  ensure  and 
prove  compliance  if  you  are  not  sure  what  is 
"out  there." 

IT  organizations  find  themselves  in  competi¬ 
tion  with  cloud  services  that  can  be  easily  and 
quickly  deployed  outside  of  proper  corporate 
governance.  These  "shadow  ITs"  or  "rogue 
clouds"  can  be  software  as  a  service  (SaaS) 
providers  such  as  Salesforce  or  Dropbox,  or 
can  be  infrastructure  as  a  service  (laaS)  or 
platform  as  a  service  (PaaS)  quietly  contracted 
by  your  developers. 


Employees  don't  go  to  cloud  providers  out 
of  any  malicious  intent,  but  because  they 
find  applications  that  help  them  do  their  jobs 
better.  In  fact,  a  study  by  Stratecast  shows 
that  even  within  corporate  IT,  over  60%  of 
IT  personnel  admit  to  using  at  least  one  non- 
approved  application.  "Users  are  pragmatic 
and  just  want  to  do  get  the  job  done,"  says 
BMC's  Berutti.  "IT  is  the  one  that  has  to  think 
about  what  happens  when  things  go  wrong." 

Developers'  deployment  of  laaS  and  PaaS 
outside  of  IT  governance  is  usually  more 
about  speed.  If  following  the  rules  means 
waiting  weeks  for  resources  to  be  deployed, 
developers  are  far  more  likely  to  do  end-runs 
around  IT. 

And  while  security  and  non-compliance 
are  obvious  risks,  shadow  IT  also  incurs  hid¬ 
den  costs  for  the  enterprise.  The  price  of 
unauthorized  cloud  services  absorbed  in 
organizational  budgets  with  no  IT  oversight 
becomes  a  financial  inefficiency  for  the 
entire  company. 

Maintaining  a 
Clear  View 

Users  might  see  security  and  governance  as 
roadblocks  when  things  are  going  smoothly, 
but  they  are  still  going  to  turn  to  IT  when 
trouble  arises.  If  IT  is  blind  to  even  a  part  of 
what  is  going  on  in  the  corporate  network, 
it  is  restricted  at  the  very  time  at  which  fast 
response  is  vital. 

"Some  new  vulnerability  is  discovered — 
the  Heartbleed  bug  of  2014,  to  give  one 
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recent  example — and  you  have  to  figure  it 
out  really  fast,"  Berutti  says.  "The  problem  is 
so  complicated  because  you've  got  multiple 
data  centers,  a  private  cloud  and  a  bunch 
of  people  that  went  to  the  public  cloud  and 
didn't  tell  you." 

The  National  Institute  of  Standards  and 
Technology  (NIST)  and  the  Cloud  Security 
Alliance  (CSA)  define  five  essential  charac¬ 
teristics  of  a  cloud  service,  and  each  of  these 
characteristics  contributes  to  the  difficulty  of 
maintaining  visibility  in  the  cloud  using  con¬ 
ventional  management  tools: 

On-Demand  Self-Service  removes  human 
interaction  at  traditional  points  of  control. 
Automated  configuration  management  is 
needed  to  ensure  compliance  in  the  cloud. 
Broad  Network  Access  loosens  control  of 
the  devices  and  end  points  connecting  to 
the  corporate  network.  Automated  inventory 
becomes  essential. 

Resource  Pooling  introduces  the  risk  of 
data  cross-contamination.  Visibility  is  essen¬ 
tial  to  ensuring  effective  isolation  of  data  and 
resources  in  the  cloud. 

Rapid  Elasticity  means  that  the  cloud  envi¬ 
ronment  is  changing  as  fast  as  your  users 
require  it  to  change.  You  need  a  platform  that 
can  track  these  scale-in/scale-out  activities  in 
real  time. 

Measured  Service,  or  utility  cost  models, 
make  it  easy  for  users  to  put  rogue  cloud  ser¬ 
vices  on  their  corporate  credit  cards  or  hide 
the  costs  in  organizational  budgets.  You  need 
to  bring  shadow  services,  and  shadow  costs, 
out  into  the  open. 

The  solution  to  the  visibility  problem  is 
to  make  IT  a  trusted  partner  for  your  users, 
empowering  them  with  a  common  portal  to 
a  menu  of  approved,  secure,  compliant  cloud 
services  that  meet  their  needs  as  fast  or  faster 
than  they  can  manage  on  their  own. 

Taking  Control  of 
the  Hybrid  Cloud 

An  intelligent,  automated  cloud  lifecycle 
management  platform  moves  IT  from  being 
a  roadblock  to  being  an  enabler  of  cloud  ser¬ 
vices.  Because  users  work  with  a  self-service 
portal,  IT's  burden  of  routine  service  provi¬ 
sioning  is  eased.  And  because  the  system 
applies  a  pre-approved  configuration  man¬ 
agement  database,  deployment  times  are  cut 
dramatically. 

Morningstar  provides  one  example  of  the 
benefits  of  cloud  lifecycle  management. 


Provisioning  new  development  environments 
was  taking,  on  average,  520  hours,  driving 
many  of  its  developers  to  circumvent  IT  and 
contract  directly  with  cloud  providers.  The 
risks  for  a  credit  rating  agency  losing  gover¬ 
nance  of  confidential  client  information  are 
enormous,  so  Morningstar  took  control  of 
the  situation  with  an  automated  cloud  man¬ 
agement  platform  that  brought  their  provi¬ 
sioning  time  down  to  32  hours.  It  was  able 
to  provide  the  responsiveness  necessary  for 
competitive  innovation,  while  ensuring  that 
its  systems  were  in  compliance  with  security 
and  audit  policies. 

The  visibility  afforded  by  cloud  lifecycle 
management  also  sharply  reduces  response 
times  when  problem  and  vulnerability 
resolution  is  critical.  For  example,  when 
the  Heartbleed  bug  was  revealed  in  2014, 
a  large  Canadian  bank  was  able  to  scan 
10,000  VMs  and  automate  updates  within 
hours  of  the  alert. 

Bill  Berutti  sums  it  up:  "Cloud  lifecycle 
management  allows  IT  to  give  business  users 
access  to  the  data  center,  the  private  cloud 
and  the  public  cloud,  and  to  pick  the  services 
that  make  the  most  sense  for  their  immedi¬ 
ate  business  needs  while  ensuring  that  the 
compliance  and  security  policies  that  keep 
the  business  safe  are  fully  enforced." 

The  speed,  flexibility  and  scalability  of 
hybrid  cloud  services  do  not  force  you  to 
compromise  the  security  or  control  of  your 
data  in  order  to  stay  competitive.  With  cloud 
lifecycle  management  platforms,  you  can 
have  both. 


"Cloud  lifecycle 
management  allows 
IT  to  give  business 
users  access  to  the 
data  center,  the 
private  cloud  and 
the  public  cloud, 
and  to  pick  the 
services  that  make 
the  most  sense  for 
their  immediate 
business  needs 
while  ensuring  that 
the  compliance  and 
security  policies 
that  keep  the 
business  safe  are 
fully  enforced." 
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DAVID  MALPASS  //  CURRENT  EVENTS 

FEDS  SHOULD  RAISE  RATES  TO  LOOSEN  POLICY 


PROTESTERS  AT  the  Federal  Re¬ 
serve’s  August  retreat  in  Jackson  Hole 
confronted  the  assembled  officials 
with  a  polarizing  banner:  “Do  black 
lives  matter  to  the  Fed?”  I’ve  been  a 
major  critic  of  the  Fed,  but  the  problem 
is  the  Fed’s  policies,  not  its  motives. 

It  cares  a  lot  about  those  with  lower 
incomes  or  no  jobs. 

The  Fed’s  progressive  critics  are 
calling  for  the  Fed  to  keep  current 
policies  in  place.  That  doesn’t  make 
sense.  The  Fed’s  seven-year  zero-rate  policy  was  supposed  to  be 
stimulative,  yet  income  and  wealth  conditions  for  most  Americans 
have  gotten  worse,  while  a  narrow  group  in  the  upper  crust  has  got¬ 
ten  much  richer.  By  centralizing  credit  allocation  the  policies  worsen 
the  opportunities  for  African-Americans,  other  minorities,  youth, 
those  with  fewer  skills  and  those  nearing  retirement.  Many  are  not 
only  unemployed  but  also  have  been  left  out  of  the  labor  force,  so  they 
don’t  show  up  in  the  unemployment  rate. 

President  Obama’s  “new  norm”  economy— slow,  government- 
controlled  growth  dominated  by  the  Fed’s  giant  system  of  allocating 
credit  to  the  rich— should  be  a  major  focus  of  the  economic  and  po¬ 
litical  debate.  It’s  become  clear  why  near-zero  rates  don’t  work.  The 
policy  creates  a  zero-sum  game  in  which  more  credit  goes  to  the  most 
creditworthy— the  government  and  the  well-to-do— but  less  goes  to 
others.  Regulatory  policy  is  limiting  leverage,  risk-taking  and  total 
credit,  so  the  zero-rate  policy  causes  a  rationing  process  that  misallo- 
cates  credit  and  ends  up  hurting  minorities. 

The  Fed  has  never  really  tried  to  explain  this  any  differently.  It 
doesn’t  say  it’s  printing  money,  adding  credit  or  leveling  a  playing  field 
that’s  been  tilted  toward  Wall  Street.  It  counsels  patience,  promises  a 
trickle-down  of  wealth  and  jobs  and  parrots  the  annual  assurances  of 
big-government  economists  that  the  policy  will  work  better  next  year. 

The  Fed  says  low  interest  rates  encourage  borrowing,  which  is  true 
for  those  who  qualify  for  near-zero-rate  loans.  But  it  discourages  lend¬ 
ing,  which  goes  down  when  rates  are  too  low.  The  supply  and  demand 
curves  for  credit  are  crossing  at  a  low  quantity  of  credit,  with  job  cre¬ 
ators  getting  less.  Total  private-sector  credit  is  growing  at  less  than  4%, 
with  a  lot  of  it  going  to  rich  bond  issuers. 

The  Fed’s  second  major  “stimulus”  policy,  buying  and  holding 
huge  quantities  of  long-term  government  bonds,  works  the  same  way 
as  near-zero  rates.  It  helps  a  narrow,  elite  group  of  bond  issuers,  but 
with  total  credit  limited  by  regulation,  the  bond  issuance  comes  at 


the  expense  of  broader  growth  and  jobs. 

FED  INAZIRPTRAP 

This  leaves  the  economy  and  the  Fed  trapped 
in  a  zero-interest-rate  policy.  The  Fed  insists 
the  policy  helps  borrowers,  so  it  keeps  extend¬ 
ing  the  same  policy,  making  matters  worse.  The 
way  to  break  out  of  the  trap  is  for  the  Fed  to  re¬ 
alize  that  interest  rates  above  zero  would  loosen 
credit  conditions  for  lenders,  which  would 
facilitate  more  growth,  including  minority  jobs. 

It’s  the  same  leap  of  faith  that  economists 
confront  when  ending  wage/price  controls. 
The  controls  feel  safe  and  find  support  in  the 
protected  elite.  Sympathizers  argue  that  con¬ 
trolled  prices  help  the  consumer— recall  Jimmy 
Carter’s  gasoline  rationing.  But  every  economist 
knows  that  rationing  and  price  controls  hurt 
the  poor  the  most,  because  supply  goes  down 
and  the  rich  find  a  way  to  get  what  they  need. 

The  Fed  can’t  just  keep  blindly  assuming 
that  lower  interest  rates  are  better  for  growth 
and  that  higher  rates  are  a  “tightening.”  The  evi¬ 
dence  shows  the  opposite:  Real  median  income 
has  fallen  during  the  recovery  for  the  first  time 
on  record— from  $54,000  per  household  in  2009 
to  $52,000  in  2014— hurting  minorities  the  most. 

Soviet  communism  espoused  the  theory 
that  prices  should  be  kept  low  for  the  common 
good:  “To  each  according  to  his  needs.”  The 
system  was  a  horrific  failure  because  there 
wasn’t  enough  to  go  around,  and  capital  went 
to  the  wrong  projects.  Those  without  privileges 
were  hurt  the  most.  It’s  hard  to  see  the  differ¬ 
ence  between  that  and  zero  interest  rates. 

The  solution  is  to  start  moving  rates  above 
zero  to  encourage  lending,  job  creation  and 
a  better  allocation  of  credit.  Finally  getting 
over  that  blockage  would  open  the  discussion 
to  a  much  more  productive  debate  on  growth, 
the  critical  need  for  a  smaller  Fed,  a  return  to 
price-  and  risk-based  credit  allocation  (rather 
than  government  rationing)  and  a  “strong 
and  stable”  dollar  policy.  © 
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AVIKROY  //  THE  APOTHECARY 


THE  RIGHT  WAY 
TO  REFORM  WALL  STREET 


IT'S  EASY  TO  FORGET,  but  the 

Tea  Party  emerged  not  in  response  to 
ObamaCare  but  to  the  aftermath  of  the 
2008  financial  crisis.  So  why  is  it  that 
the  Tea  Party’s  Republican  allies  have 
been  mostly  silent  on  the  issue  of  Wall 
Street  reform? 

In  2009  the  Obama  Administration 
had  considered  forcing  banks  to  offer 
borrowers  more  lenient  terms  than 
the  ones  to  which  they  had  originally 
agreed,  as  a  way  of  helping  overlev¬ 
eraged  homeowners.  CNBC’s  Rick  Santelli  famously  asked,  “This 
is  America!  How  many  of  you  people  want  to  pay  for  your  neigh¬ 
bor’s  mortgage  that  has  an  extra  bathroom  and  can’t  pay  their  bills? 
Raise  their  hand. ...  We’re  thinking  of  having  a  Chicago  Tea  Party  in 
July. ...  I’m  gonna  start  organizing.” 

Average  Americans  of  both  parties  hated  the  Wall  Street  bailouts. 
They  resented  the  fact  they  were  being  forced  to  suffer  through  a  dif¬ 
ficult  economy,  with  no  recourse,  while  banks  with  hundreds  of  bil¬ 
lions  of  dollars  in  capital  received  taxpayer-funded  relief. 

A  narrative  set  in— fueled  by  a  liberal  media,  Democratic  victories 
and  Republican  quietude— that  greedy  bankers  took  advantage  of  an 
unregulated  financial  system  to  cause  the  financial  crisis.  As  a  result, 
the  primary  catalysts  of  the  crisis— Washington  policymakers— were 
let  off  the  hook. 


THE  GOP  NEEDS  TO  PRESENT  AN 
ALTERNATIVE  TO  DODD-FRANK 


Former  congressman  Barney  Frank  (D— Mass.)  famously  de¬ 
clared  that  he  wanted  to  “roll  the  dice”  in  favor  of  looser  mortgage 
standards.  Representative  Frank  and  former  senator  Chris  Dodd 
(D— Conn.)  not  only  helped  create  the  housing  crisis  but  also  lent 
their  names  to  a  bill  officially  known  as  the  “Dodd-Frank  Wall  Street 
Reform  and  Consumer  Protection  Act.” 

Dodd-Frank  has  hardly  solved  the  problem  of  banks  that  are  too 
big  to  fail.  Since  the  financial  crisis,  one  in  four  community  banks— 
nearly  2,000  of  them— have  closed  their  doors.  Meanwhile,  the  banks 
that  were  supposedly  too  big  to  fail  in  2008  have  only  gotten  bigger. 
So  how  big  will  the  bailouts  need  to  be  during  the  next  crisis? 

Furthermore,  Dodd-Frank  didn’t  address  the  proximate  cause  of 
the  financial  crisis:  the  housing  bubble.  Indeed,  the  Federal  Reserve 
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has  created  a  new  bubble  by  keeping  interest 
rates  too  low  for  too  long.  Fannie  Mae  and 
Freddie  Mac  have  reduced  their  down  pay¬ 
ment  requirements  to  a  mere  3%. 

One  of  the  most  underappreciated— and 
important— causes  of  the  housing  bubble  was 
a  boom  in  cash-out  mortgage  refinancings. 

As  prices  went  up,  individuals  could  con¬ 
vert  the  equity  in  their  homes  into  borrowed 
cash— along  with  low,  tax-free  interest  pay¬ 
ments.  Cash-out  refis  inflated  mortgage  de¬ 
mand  and  made  it  more  likely  that  borrowers 
took  out  loans  at  the  top  of  the  market. 

According  to  a  2013  study  by  the  Dallas 
Fed,  Texas  avoided  the  worst  of  the  housing 
bubble,  because  it  regulates  cash-out  refis. 
Fewer  Texans  borrowed  at  the  top,  and  fewer 
were  underwater  when  the  bubble  burst.  The 
national  share  of  underwater  first  mortgages 
peaked  at  27%  in  the  U.S.  in  2011,  compared 
to  just  7%  in  Texas. 

Former  Texas  governor  Rick  Perry,  whose 
presidential  campaign  I  advise,  has  proposed 
winding  down  Fannie  and  Freddie  but  ap¬ 
plying  his  state’s  cash-out  refi  regulations  to 
them  in  the  meantime.  He  has  proposed  in- 
centivizing  the  largest  banks  to  break  up  into 
smaller  entities,  by  applying  stricter  capital 
requirements  to  them.  And  he  would  exempt 
community  banks,  banks  run  as  partnerships 
and  asset  management  firms  from  Dodd- 
Frank’s  onerous  regulations. 

So  far  no  one  else  in  the  Republican  field 
has  advanced  specific  Wall  Street  reforms.  A 
number  of  candidates  have  expressed  their 
desire  to  repeal  Dodd-Frank,  but  few  have 
described  how  they  would  replace  the  mis¬ 
guided  policies  that  led  to  the  financial  crisis 
in  the  first  place. 

It  would  be  great  to  see  the  2016  GOP  field 
engage  in  a  robust  debate  about  how  best  to 
end  the  era  of  bailouts  and  crony  capitalism. 
If  that  debate  doesn’t  happen,  Republicans 
will  have  only  themselves  to  blame  for  the 
result.  Q 
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HELZBERG  DIAMONDS 

POLISHES  ITS  MULTICHANNEL 
CUSTOMER  EXPERIENCE 


BY  MICHAEL  RONEY 


Connecting  with  customers  in  a  familiar,  satisfying  way  across  multiple  channels 
has  become  critical  for  lasting  business  success— a  view  shared  by 
more  than  84%  of  retailers  worldwide,  according  to  Retail  Systems  Research. 


That  high-quality  customer  connection  is 
especially  important  if  you're  in  the  busi¬ 
ness  of  offering  emotionally  rich  keep¬ 
sakes  such  as  diamonds  and  other  fine 
jewelry — a  vertical  where  purchases  and 
loyalty  tend  to  be  spread  out  over  gen¬ 
erations.  Just  ask  Helzberg  Diamonds,  a 
100-year-old  retail  institution  with  more 
than  230  stores  nationwide  and  a  success¬ 
ful  e-commerce  business  since  1996. 

"Retail  is  changing  at  the  speed  of 
light,  driven  by  technology  and  the  way 
the  consumer  is  evolving,"  says  Beryl  Raff, 
Helzberg's  Chairman  and  CEO.  "A  con¬ 
sistent  and  effective  multichannel  pres¬ 
ence — something  the  customer  expects 
these  days — really  is  the  price  of  entry 
and  of  staying  in  the  game.  That  makes  it 
our  responsibility  to  provide  a  very  good 
experience  at  all  touchpoints." 

CONNECTING  WITH 
THE  CUSTOMER 

The  business  of  selling  fine  jewelry  rests 
on  a  special  relationship  between  the 
retailer  and  its  customers.  "In  large  part 
it's  one-on-one,  interacting  with  each  con¬ 
sumer  across  the  counter,"  Raff  explains. 
"Are  they  comfortable?  Do  they  trust  the 
sales  associate?  Do  they  trust  the  estab¬ 
lishment?  Are  we  creating  a  bond  and  a 
relationship  with  the  customer  versus  just 
clerking?" 

Since  2005,  Ann  Arbor,  Michigan-based 
ForeSee  has  been  helping  Helzberg 
measure  and  understand  its  customers' 


experiences  across  its  contact  centers 
and  fixed  and  mobile  commerce  sites. 
Unlike  traditional  sales  analysis,  ForeSee's 
unique  CXA  (customer  experience  ana¬ 
lytics)  methodology  allows  Helzberg  to 
assess  the  impact  of  individual  elements 
such  as  product  pricing,  website  naviga¬ 
tion,  agent  response  time  and  associate 
friendliness — and  find  out  where  there's 
room  for  improvement. 

Raff  points  out  that  since  an  engage¬ 
ment  ring  is  typically  the  first  significant 


large  purchase  a  young  couple  makes,  a 
big  piece  of  that  purchasing  experience 
is  education.  "Our  research  tells  us  that 
about  80%  of  our  consumers  go  online 
for  information  before  they  ever  walk  into 
a  store.  The  prospect  of  making  that  kind 
of  investment  for  something  so  impor¬ 
tant  can  be  intimidating,  so  our  custom¬ 
ers  want  education  and  information — and 
then  we  want  them  to  feel  comfortable 
when  they  do  come  to  see  us." 

She  explains  that  the  life  cycle  of  a 
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typical  fine  jewelry  customer  is  very  dif¬ 
ferent  from  what  one  would  find  in  most 
other  retail,  with  the  frequency  of  pur¬ 
chasing  somewhere  between  12  and  18 
months.  "You  have  to  make  sure  that  sales 
interaction  is  a  great  experience,  with  the 
hope  being  you  will  take  that  customer 
through  the  life  cycle  of  all  of  life's  most 
important  occasions,"  she  says. 

ACTING  ON  INTELLIGENCE 

Raff  explains  that  ForeSee's  CXA  meth¬ 
odology  helps  her  company  prioritize 
resources  appropriately.  "The  insight  helps 
us  better  understand  and  develop  our  con¬ 
tent  strategies  and  priorities,"  she  says. 

"We  do  our  analysis  by  device  type,  so 
we  understand  if  we're  meeting  custom¬ 
ers'  needs,  whether  they're  on  a  phone, 
a  tablet  or  a  desktop  computer.  We  ask 
ourselves,  'Is  the  information  we  present 
clear?  Is  it  concise?  Is  it  presented  in  a  for¬ 
mat  that  makes  it  easy  for  our  customers? 
Are  we  treating  them  like  family?  Do  they 
feel  our  integrity  coming  through?'  Those 
are  the  core  values  at  Helzberg  Diamonds, 
and  ForeSee  helps  us  determine  whether 
we're  really  achieving  those  to  the  stan¬ 
dard  we  expect  of  ourselves." 

Flelzberg  recently  conducted  a  website 
design  usability  audit  that  Raff  believes 
was  a  tremendous  benefit  to  the  company. 

"We  were  able  to  use  ForeSee  to  learn 
that  navigation  was  most  important,  par¬ 
ticularly  for  mobile  users,"  she  explains. 
"Without  the  data,  we  probably  would 
have  believed  the  search  experience  was 
the  top  priority,  but  ForeSee  helped  us 
to  see  we  had  to  go  in  a  slightly  differ¬ 
ent  direction.  Another  thing  we  identified 
was  how  chat  was  being  utilized,  and  as  a 
result  we  changed  our  rule  set  so  the  chat 
window  would  appear  more  frequently  to 
better  serve  our  customers." 

Raff  also  notes  that  when  shopping 
online,  it  can  be  hard  for  customers  to 
ascertain  the  scale  of  jewelry.  "We  played 
with  many  different  ideas  and  ways  to  try 
to  make  that  clear,  but  ForeSee  helped  us 
realize  we  needed  to  feature  360-degree 
videos  to  help  the  customer  really  see  and 
understand  each  piece." 

SHARING  THE  LOVE 

"We're  here  to  make  people  feel  loved 
by  a  company  that  cares  for  them  as  they 
would  care  for  true  friends,  and  that  shares 


in  celebrations  and  creating  memories," 
says  Raff.  "In  a  very  real  way,  we  really 
don't  sell  jewelry;  we  sell  aspirations  and 
romance  and  dreams.  ForeSee  helps  us  to 
ensure  we're  meeting  the  standard  we've 
set  for  Flelzberg." 

She  notes  that  the  intelligence  and 
understanding  Flelzberg  gains  across  all 
of  its  channels  helps  the  venerable  retailer 
define  next  steps,  as  well  as  the  longer- 
term  blueprint.  "Just  as  the  marketplace 
is  evolving,  ForeSee  is  evolving,  and  there 
are  constantly  going  to  be  new  ways  to 
engage  the  customer — probably  things 
we  haven't  even  dreamed  of  yet.  In  the 
retail  world,  where  I  began  my  career  40 
years  ago,  retailers  just  spoke  at  the  con¬ 
sumer,  and  that  doesn't  work  anymore. 

Technology  and  the  ways  it  has  changed 
consumer  habits  have  taken  retail  to  a 
whole  different  place.  I  anticipate  this  Beryl  Raff,  Chairman  and  CEO,  Helzberg  Diamonds 
rapid  evolution  continuing;  using  the 
insights  we  gain  from  Foresee  and  other 
analytics  is  how  we  stay  ahead  of  the 
curve." 

Raff  sums  up  Flelzberg's  multichan¬ 
nel  focus:  "In  today's  world,  analytics 
are  critical.  It's  not  just  transactional,  it's 
about  understanding  consumers  on  a 
deeper  level;  it's  satisfying  their  needs. 


“Retail  is  changing  at  the  speed  of  light,  driven  by 
technology  and  the  way  the  consumer  is  evolving.” 

BERYL  RAFF  CHAIRMAN  AND  CEO,  HELZBERG  DIAMONDS 


And  it's  impossible  to  do  that  to  a  stan¬ 
dard  that  will  allow  you  to  be  a  success 
unless  you  have  great  analytical  infor¬ 
mation,  and  are  open  to  reviewing  and 
acting  on  it.  It's  important  to  understand 
you're  working  for  the  customer — the 
customer  is  the  boss." 
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RICH  KARLGAARD  //  INNOVATION  RULES 


REGRET  AVOIDANCE 

WORKING  AT  FORBES  is  a  license  to 
learn  from  the  successful.  I  like  trying 
to  crack  the  code  of  long-term  success¬ 
ful  people  who  also  enjoy  fulfilled  and 
satisfying  personal  lives.  Warren  Buf¬ 
fett  fits  that  description.  So  does  Bill 
Gates.  Steve  Jobs  was  getting  there, 
after  a  brilliant  but  tortured  start.  Jobs 
once  scandalously  denied  paternity  of 
his  daughter  Lisa.  The  later  Jobs  rec¬ 
onciled  and  became  a  devoted  father. 

It  can’t  be  coincidence  that  the  recon¬ 
ciled  Jobs  was  a  far  better  leader  and  manager. 

Evolving  people  are  worth  studying,  such  as  Elon  Musk,  defeating  his 
demons  as  he  becomes  more  successful.  The  one-hit  wonders  (Jobs  before 
his  renaissance)  are  also  worth  studying  but  mostly  as  cautionary  tales. 

Allow  me  to  make  a  sweeping  and  general  comment.  I  offer  no 
proof,  but  you’ll  recognize  this  as  true:  People  who  enjoy  long-term 
success,  along  with  deep  personal  fulfillment,  are  terrific  at  regret 
avoidance  and  mitigation. 

The  word  “regret”  immediately  conjures  the  pain  of  sin  and  the 
embarrassment  of  foolish  mistakes.  Everyone  who  isn’t  a  sociopath— 
they  can  achieve  success,  too,  but  at  a  price  healthy  people  would 
rather  avoid— will  suffer  regrets  from  sins  and  stupid  mistakes.  We 
cheated.  We  destroyed  a  rival  with  gossip.  We  told  a  joke  that  shamed 
a  colleague.  We  harmed  our  children.  Left  unaddressed,  these  kinds 
of  sins  and  goofs  pile  up  and  rot  us. 

Long-term  successful  people  sin  and  err  but  know  the  soul  toll 
will  keep  compounding,  so  they  learn  to  make  fewer  sins  and  errors. 
Warning:  I’m  going  out  on  a  limb  and  playing  psychoanalyst  here,  but 
Steve  Jobs  was  always  going  to  find  a  way  to  self-sabotage  until  he 
reconciled  with  his  daughter.  British  magazine  publisher  Felix  Den¬ 
nis  played  rough  in  business  and  masked  the  guilt  he  felt  with  cocaine 
and  booze.  Toward  the  end  of  his  materially  successful  career  and, 
sadly,  his  cancer-shortened  life,  Dennis  wrote  his  book  How  to  Get 
Rich,  in  which  he  expressed  his  regrets.  He  quit  the  coke,  cigarettes 
and  heavy  boozing.  His  reconciling  life  mission  at  the  end,  besides 
writing  his  candid  books  and  poetry,  was  to  plant  a  beautiful  forest 
that  would  delight  future  generations. 

The  long-term  successful  acknowledge  their  mistakes  and  seek  cor¬ 
rection.  This  might  be  by  asking  forgiveness  in  a  traditional  religious  way. 
It  might  be  in  therapy  or  12-step  groups.  It  might  be  in  pay-it-forward 
gestures  of  Dennis’  type.  But  the  regrets  of  sin  and  error  must  be  acknowl¬ 
edged  and  dealt  with,  or  they  will  grow  like  fungus  and  damage  their  host. 


RICH  KARLGAARD  IS  THE  PUBLISHER  AT  FORBES.  HIS  LATEST  BOOK,  TEAM  GENIUS:  THE  NEW  SCIENCE  OF  HIGH- 
PERFORMING  ORGANIZATIONS,  CAME  OUT  IN  JULY.  FOR  HIS  PAST  COLUMNS  AND  BLOGS  VISIT  OUR  WEBSITE 
AT  WWW.FORBES.COM/KARLGAARD. 


The  worldly  successful— because  they 
tend  to  be  alpha  people  who  enjoy  the  thrill 
of  adventure— are  actually  more  prone  to 
making  avoidable  errors.  Babe  Ruth  swung 
at  many  bad  pitches,  pitched  many  women 
and  ate  a  lot  of  bad  food.  My  friend  Cameron 
Herold,  the  famed  CEO  coach,  points  out  that 
entrepreneurs  are  more  bipolar  than  non¬ 
entrepreneurs  and  are  thus  more  vulnerable 
to  Ruthian  screw-ups,  from  sex  to  gambling. 
Successful  alphas  are  wise  to  visit  the  con¬ 
fessional— or  the  secular  equivalent  of  their 
choosing— early  and  often  if  they  want  to 
make  their  success  long-lasting  and  fulfilling. 

WORSE:  PASSIVE  REGRET 

But  there’s  another  kind  of  regret,  which 
alphas  avoid  better  than  people  of  lesser  suc¬ 
cess:  the  regret  of  missed  opportunity,  the 
chance  not  taken.  Alphas  are  quite  good  at 
seeing  opportunities  and  don’t  hesitate  to 
take  chances.  The  less  successful  watch,  sit 
on  their  hands  and  tell  themselves  they  are 
sober  and  wise  in  their  decision  making. 

But  regrets  of  passivity  ruin  lives,  too.  The 
Huffington  Post  in  2012  published  a  piece 
called  “The  Top  Five  Regrets  of  the  Dying.” 
Here  they  are: 

1. 1  wish  I’d  had  the  courage  to  live  a  life  true 
to  myself,  not  the  life  others  expected  of  me. 

2. 1  wish  I  hadn’t  worked  so  hard. 

3. 1  wish  I’d  had  the  courage  to  express  my 
feelings. 

4. 1  wish  I  had  stayed  in  touch  with  my  friends. 

5. 1  wish  that  I  had  let  myself  be  happier. 

Note  how  numbers  1,  3,  4  and  5  are  regrets 

of  passivity.  No.  2  appears  to  be  a  regret  of 
action,  but  in  the  context  of  No.  1  you  could 
read  it  as  the  regret  of  working  too  hard  in 
order  to  meet  others’  expectations.  That’s  a 
clear  failure  to  assert,  a  sin  of  passivity.  The 
old  saying  “Find  something  you  love  to  do 
and  you’ll  never  have  to  work  a  day  in  your 
life”  screams  from  the  grave. 

You’ll  increase  your  chances  of  long-term 
success  and  fulfillment  if  you  plan  your  life  to 
avoid  both  regrets-active  and  passive.© 
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^  y*  CenturyLink* 

Business 

Your  link  to  what's  next™ 

Why  buy  best  of  breed  services 
when  you  can  buy  a  best 
of  breed  solution? 


There  was  a  time  when  getting  the  best  meant  buying  different  services  and  then 
working  to  integrate  them.  At  CenturyLink  we  believe  in  advancing  technology. 

So  we  design  our  solutions  to  work  together— from  our  high  performing  broadband 
network  and  managed  services  solutions  to  our  IT  infrastructure  and  services. 
Delivering  uptime,  performance  and  reliability  backed  by  multi-layered  security 
is  what  we  do  at  CenturyLink.  Because  if  your  technology  is  not  helping  you  manage 
the  complexities  of  your  business,  it's  not  much  of  an  advance. 


centurylink.com/link 

Data  *  Voice  •  Cloud  •  Managed  Services 


CLONE 

YOUR  BEST 

SALESPEOPLE 

Introducing  Forbes 

The  best  salespeople  are  top  performers  in  part  because 
they  use  “surround  sound”  selling  -  phone,  in-person, 
email  and  social  media.  Today,  social  media  is  one  of  the 
most  effective  and  uncluttered  channels  to  continuously 
engage  with  decision  makers. 


Forbes  SocialPort  is  one  simple  system  that  enables  fast, 
easy  content  distribution  amplified  through  the  social 
networks  of  your  salespeople.  Keep  the  conversation 
going  with  your  company’s  marketing  content  along 
with  the  full  library  of  award-winning  content  from  Forbes. 

Amplify  Your  Sales  Force 

Forbes 


Powered  by  Factr 


Get  a  Complimentary  Social  Revenue  Readiness  Assessment* 

Forbes.com/ 

V 


*  For  companies  who  quality.  See  website  for  details. 

SocialPort  is  a  product  of  rFactr,  Inc.  -  Forbes"'  is  a  trademark  of  Forbes  Media,  1  LC. 


Verticals 


September  28,  2015 


STRATEGIES 

Tonka:  Coming  Home  to  America  52 

TECHNOLOGY 

In  Search  of 

ENTREPRENEURS 


Luxe  Life  After  Pets.com  64  ,  < 

MONEY  &  INVESTING 

Market  Timing  for  Retiree&BB 


Lauren  Remington  Platt 
(below,  before  and  after  a 
$200  service)  runs  Vensette, 
which  sells  at-home  hair  and 
makeup  appointments  to 
women  earning  upwards  of 
$80,000  a  year— the  dream 
m  y^s^emographic  for  the  dozens 
'  of  startups  in  the  surging 
onAdemand  beauty  market. 
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MADE  IN  THE  U.S.  (AGAIN) 

With  a  push  from  Walmart,  Tonka's  Chinese  owner  is  beginning 
to  manufacture  toys  in  America.  It's  no  easy  game. 

BY  JOANN  MULLER 


What  kid  wouldn’t  be 

enthralled  by  a  12-foot- 
high,  black-and-yellow 
Tonka  truck  jacked  up 
over  gigantic  wheels, 
armored  with  steel  bumpers,  roof  racks, 
side  steps  and  ladders,  and  mounted  with  a 
constellation  of  blinking  LED  lights? 

Never  mind  the  kids.  It’s  their  parents 
the  folks  at  toymaker  Funrise  are  going  after 
with  these  life-size  promotional  trucks  like 
the  10,000-pound  Tonka  T-Rex.  The  Van 
Nuys,  Calif. -based  company  takes  them  to 
events  like  the  Lucas  Oil  Off- Road  Racing 
Series,  where  souped-up  trucks  (some  spon¬ 


sored  by  Tonka)  chew  up  hilly  tracks  at  in¬ 
sane  speeds.  The  hope  is  that  they’ll  inspire 
nostalgic  adults  who  remember  pushing 
Tonka  trucks  in  the  sandbox  to  buy  pint- 
size  versions  for  their  little  ones. 

It  seems  to  be  working:  Tonka  sales  are 
up  63%  since  2011,  says  Funrise,  which 
licensed  the  manufacturing  and  distribu¬ 
tion  rights  from  Hasbro  in  1998.  Originally 
made  from  steel  at  a  Minnesota  factory, 
Tonka  trucks  have  been  imported  from 
Asia  for  the  last  couple  of  decades.  But 
there’s  a  surprising  twist  to  the  story:  Now 
the  new  Chinese  chief  executive  of  Funrise 
is  exploring  how  to  make  at  least  a  few 


“Let’s  look  at  things  a 
little  differently,”  says 
Funrise  CEO  King  Cheng 
(right)  with  President 
Shirley  Price. 
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®A  new  approach  to  business  is  igniting  success 
in  Michigan.  Welcome  to  one  of  the  fastest-growing 
economies  in  the  nation.  Ranked  #1  in  new  manufacturing  jobs 
by  CNBC  and  home  to  one  of  the  world's  largest  concentrations 
of  industrial  R&D,  Michigan's  world-class  research  university 
system  produces  a  deep  and  growing  pool  of  tech-skilled 
talent.  In  addition,  Michigan  offers  a  flat  6%  corporate  tax  and 
a  workers'  compensation  premium  that's  best  in  the  Midwest. 
Which  makes  for  explosive  growth  in  Pure  Michigan. 


PURE  ICH 

M ir^hi rran  Prnnnmir  Hp\/plnr 


IGAN 

Michigan  Economic  Development  Corporation 


1.888.565.0052 
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Tonka  trucks  in  the  United  States. 

“Toy  manufacturing  in  the  U.S.  has 
dwindled  to  almost  zero,”  says  CEO  King  C. 
Cheng,  23,  who  is  too  young  to  remember 
when  toys  were  made  anywhere  but  Asia. 
But  with  a  nudge  from  Walmart,  which  has 
vowed  to  buy  $250  billion  worth  of  Amer¬ 
ican-made  products  over  the  next  decade, 
Funrise  is  giving  its  manufacturing  footprint 
a  second  look.  Says  Cheng:  “We’re  trying 
very  hard  to  bring  a  Tonka  vehicle  back  to 
the  U.S.— something  that’s  simple,  probably 
not  steel,  but  fits  the  heritage  of  the  brand.” 
He’s  got  a  milestone  to  shoot  for:  In  2017 
Tonka  will  mark  its  70th  anniversary. 

Cheng,  who  was  born  in  Hong  Kong  and 
graduated  from  Pennsylvania’s  Franklin  & 
Marshall  College,  grew  up  in  the  business.  His 
father,  Y.P.  Cheng,  is  the  chairman  of  Hong 
Kong-based  Matrix  Holdings,  which  has  been 
making  toys  in  Asia  for  some  35  years,  includ¬ 
ing  millions  of  Happy  Meal  toys  for  McDon¬ 
ald’s.  In  2007  Matrix  acquired  Funrise,  which 
now  accounts  for  an  estimated  60%  of  its 
$149  million  in  revenue. 

Now  it’s  up  to  the  younger  Cheng,  who 
took  over  as  Funrise  CEO  in  May,  to  answer 
Walmart’s  challenge. 

The  company’s  first  target  was  Gazillion 
Bubbles,  a  “premium”  soap-bubble  solution 
it’s  been  selling  since  2004.  While  it  was 
cheap  to  mix  and  bottle  the  solution  in  Viet¬ 
nam,  plastic  bottles  filled  with  mostly  water 
are  heavy,  which  means  shipping  containers 
reached  their  weight  capacity  before  they 
were  fully  loaded.  “We  had  to  ship  mostly 
empty  space,”  says  Cheng. 

Executives  thought,  If  beverage  compa¬ 
nies  can  produce  bottled  water  in  the  U.S., 
why  couldn’t  Funrise  make  bubbles?  The 
key  was  swapping  toy-grade  plastic  bottles 
for  ones  made  with  recycled  plastic  resin. 
That  enabled  Funrise  to  cut  the  price  of 
its  bubble  solution  in  half,  despite  brew¬ 
ing  the  stuff  in  California  rather  than  Asia, 
and  boost  sales.  “We’ve  more  than  doubled 
our  revenue  from  Gazillion  Bubbles  in  the 
last  three  years,”  says  Cheng.  “That  really 
opened  our  eyes  to  ask,  what  other  products 


could  we  manufacture  and  sell  domestical¬ 
ly?”  adds  President  Shirley  Price. 

Trendy  restaurants  in  Los  Angeles  pro¬ 
vided  the  inspiration  for  the  company’s 
next  American-made  product,  due  in  2016. 
Booger  Balls  are  colorful,  squishy  slime 
balls  that  kids  can  fling  at  one  another.  Just 
as  a  chef  can  create  faux  caviar  out  of  olive 
oil,  kids  can  mix  up  a  biodegradable  powder 
and  then  drop  it  into  a  water  bath,  where 
it  congeals  into  small  balls,  or  “boogers.” 
Booger  Balls  will  be  made  in  California  and 
New  York. 

But  manufacturing  Tonka  trucks  domes¬ 
tically  is  a  much  tougher  challenge.  Tonka 
has  hundreds  of  steel,  die-cast,  plastic  and 
motorized  vehicles  in  its  portfolio,  most 
of  them  made  in  Vietnam.  Production  is 
very  labor-intensive— whether  it’s  painting 
toy  trucks  or  affixing  them  securely  to  the 
packaging.  Funrise  is  in  talks  with  multiple 
American  manufacturers  about  the  poten¬ 
tial  for  building  Tonka  products.  “There 
are  still  factories  left  in  the  U.S.  that  want 
to  do  this,”  says  vice  president  of  product 
development  Kevin  Bloomfield.  A  year  ago 
it  didn’t  look  viable.  “But  it’s  starting  to  add 
up.  The  technology  is  getting  better  and 
more  efficient.  The  business  is  different 
today.”  He  adds:  “The  push  from  Walmart 
is  so  huge.  You  need  big  quantities  for  it  to 
make  sense.”  The  company  is  still  exploring 
alternatives,  but  one  option  under  review 
is  a  simple  injection-molded  toy  that  snaps 
together. 

Walmart  understands  that  companies 
like  Funrise  need  time  to  reassess  their 
manufacturing  strategies  and  is  trying  to 
help  by  matching  vendors  with  potential 
factories  or  raw  material  suppliers.  It’s  also 
providing  $10  million  in  research  grants  to 
advance  domestic  manufacturing.  “It’s  a 
journey,”  says  Cindi  Marsiglio,  Walmart’s 
vice  president  of  U.S.  manufacturing.  “The 
biggest  thing  Walmart  can  do  is  to  be  a 
ready  and  willing  partner  with  a  big  pur¬ 
chase  order.” 

For  Tonka  and  Funrise  that’s  all 
the  motivation  they  need. 


FINAL  THOUGHT 


7  didn't  wait  for  luck.  I  tore  after  it  with  a  truck. "  -a. a.  bell 


BYTHE  NUMBER 


DEGREES 
OF  WEALTH 

Undeclared  undergrads 
settling  back  into  the 
college  routine  should  load 
up  on  engineering  classes 
if  they  want  a  lucrative  job 
down  the  road:  Of  the 
11  bachelor’s  degrees  that 
offer  grads  the  highest 
average  salary  at  midcareer, 
10  are  engineering 
specializations. 


$168,000 

Petroleum  Engineering 

$121,000 

Nuclear  Engineering 

$119,000 

Actuarial  Mathematics 

$118,000 

Chemical  Engineering 

$116,000 

Electronics  & 
Communications 
Engineering 

$115,000 

Computer  Science  & 
Engineering 

$114,000 

Systems  Engineering 

$114,000 

Electrical  &  Computer 
Engineering 


$113,000 

Aeronautical  Engineering 

$109,000 

Computer  Engineering 

$109,000 

Mining  Engineering 

SOURCE:  PAYSCALE  2015-2016  COLLEGE  SALARY  REPO 
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YOU  LOVE. 


Zurich  offers  many 
distinct  products  and 
services  for  a  diverse 
range  of  businesses. 
We  can  put  them 
together  in  a  way  that 
perfectly  fits  your 
business  to  protect 
the  things  that  matter 
most  to  you. 


ZURICH  INSURANCE. 
FOR  THOSE  WHO  TRULY  LOVE  THEIR  BUSINESS. 
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North  Sydney,  NSW  2060  and  further  entities,  as  required  by  local  jurisdiction.  Certain  coverages  are  not  available  in  all  countries  or  locales.  In  the 

US,  risk  engineering  services  are  provided  by  The  Zurich  Services  Corporation. 
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Beauty 
On  Demand 

Glamsquad  is  the  latest  startup 
to  apply  the  Uber  model  to  a 
traditional  industry.  With  a 
dozen  beauty  copycats  jumping 
in,  a  shakeout  is  coming. 

BY  CLARE  O’CONNOR 

A  makeup  artist  hovers  over 

Beth  Lusko,  applying  bronze 
eye  shadow  to  comple¬ 
ment  her  Hamptons  tan.  A 
hairdresser  simultaneously 
blow-dries  her  long,  damp  hair  into  loose 
curls.  The  two  stylists  keep  out  of  each 
other’s  way  with  practiced  ease.  The  scene 
wouldn’t  be  out  of  place  backstage  at  a 
fashion  show,  but  it’s  happening  in  Lusko’s 
Manhattan  kitchen  at  8  a.m.  on  a  Tuesday. 
Her  two  small  children  take  turns  wriggling 
in  and  out  of  her  lap. 

The  39-year-old  publishing  executive  set 
up  these  appointments  using  Glamsquad, 
an  on-demand  beauty  service  that  launched 
in  2014.  Lusko  uses  the  startup’s  mobile  app 
to  order  stylists  to  her  condo,  usually  before 
presentations  or  work  dinners.  In  New  York 
City  Glamsquad  is  fast  becoming  a  house¬ 
hold  name  among  women  with  demanding 
schedules  and  plenty  of  disposable  income. 
“It’s  tough  to  get  that  6:30  a.m.  to  7:30  a.m. 
slot,”  she  says.  The  half-hour  visit  costs 
$155,  including  tip. 

Glamsquad’s  CEO  is  Alexandra  Wil- 
kis  Wilson,  cofounder  of  daily  deals  site 
Gilt  Groupe.  She  left  the  billion-dollar 
e-commerce  company  after  seven  years  to 
lead  Glamsquad,  wooed  by  her  Harvard 


undergrad  classmate  Jason  Perri,  who  is  the 
site’s  cofounder  and  chairman.  Wilson  saw 
the  moneymaking  potential  of  applying  an 
Uber  model  to  another  massive,  disparate 
market:  U.S.  spas  and  salons,  which  will  do 
$40  billion  in  sales  this  year  on  the  backs  of 
a  workforce  that  is  65%  freelance. 

Wilson  came  on  board  first  as  an  advisor, 
then  took  the  top  job  last  September  be¬ 
fore  investing  personally  in  the  startup.  “I  Alexandra  Wilkis  Wilson 

got  hooked  on  many  levels,”  she  says  from  (right)  almost  became  a 

Glamsquad’s  Manhattan  office,  its  pink-  cofounding  Glamsquad 

accented  lobby  doubling  as  a  training  salon.  in  2014. 
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Palladium  Silver  metallic  paint  with  optional  equipment.  Vehicle  available  late  summer  2015. 


2016  GLE450  AMG®  Coupe  shown  in 

For  more  information,  call  1-800-FOR-MERCEDES,  or  visit  MBUSA.com. 


Introducing  the  Mercedes-Benz  GLE  Coupe.  The  2016  GLE  Coupe  combines  the  pure 
style  and  driving  thrills  of  a  legendary  Mercedes-Benz  coupe  with  the  impressive  power 
and  athleticism  you’ve  come  to  expect  from  a  Mercedes-Benz  SUV.  It’s  a  dual  threat  that 
is  a  very  singular  achievement.  The  all-new  2016  GLE  Coupe.  MBUSA.com/GLECoupe 


Mercedes-Benz 

The  best  or  nothing. 
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The  company  won’t  disclose  finan¬ 
cials,  but  FORBES  estimates  gross  sales  of 
about  $8  million  in  its  first  year.  Wilson 
aims  to  launch  in  15  cities  within  the  next 
two  years,  up  from  its  current  footprint  in 
style  hot  spots  New  York,  Los  Angeles  and 
Miami.  The  startup  has  raised  $9  million 
in  two  venture  rounds  to  date.  But  it’s  a 
crowded  market  with  nearly  no  barriers 
to  entry:  A  scroll  through  the  iPhone  App 
Store  reveals  a  host  of  companies  offering 
similar  services,  with  names  like  Stylisted, 
Beautified  and  BeautyBooked. 

Of  Glamsquad’s  competition,  the  most 
venerable  is  Vensette,  founded  in  2010  by 
onetime  hedge  fund  analyst  Lauren  Rem¬ 
ington  Platt  and  offering  at-home  beauty  ap¬ 
pointments  starting  at  $100— twice  the  price 
of  Glamsquad’s  blow-dry.  “There  has  been  a 
rise  in  a  lot  of  cheaper  on-demand  services, 
but  you’re  really  gambling  with  the  quality,” 
says  Platt.  One  of  Vensette’s  early  advisors 
was  none  other  than  Alexandra  Wilkis  Wil¬ 
son;  the  relationship  ended  before  Wilson 
became  Glamsquad’s  CEO.  Platt,  who  has  se¬ 
cured  $3  million  in  funding,  isn’t  dwelling  on 
it.  “We’re  very  much  focused  on  sales,”  she 
says.  “Making  money.” 

Neither  company  would  exist  if  it 
weren’t  for  the  runaway  success  of  Dry- 
bar,  the  chain  of  nearly  50  blowout  salons 
founded  by  California  hairstylist  Alii  Webb 
in  2008.  By  offering  no  haircuts  or  color 
services,  the  company  keeps  expenses  low 
and  margins  high.  This  year  it’ll  clear  $70 
million  in  revenues.  Drybar  has  helped  ce¬ 
ment  the  idea  of  having  one’s  hair  styled 
as  an  affordable  habit  rather  than  an  in¬ 
dulgence  reserved  for  a  wedding.  In  July 
Webb  launched  Dry  on  the  Fly,  an  in-home 
blowout  app  directly  competing  with  Glam- 
squad  and  charging  $75  for  one  of  Drybar’s 
signature  ’dos. 

Mobile  beauty  isn’t  a  new  concept:  Hair¬ 
dressers,  manicurists  and  masseuses  have 
long  made  house  calls.  What  Glamsquad 
offers  women  is  instant  gratification.  A  styl¬ 
ist  can  be  at  a  client’s  home  or  office  within 
the  hour.  The  company’s  clientele  is  already 


accustomed  to  using  serve-me-this-second 
apps  like  Instacart  for  one-hour  grocery  de¬ 
livery,  Flycleaners  for  laundry  pickup  and 
Shyp  as  an  on-demand  post  office. 

Glamsquad’s  $7.5  million  Series  A  fund¬ 
ing  round  in  October  was  led  by  a  woman, 
SoftBank’s  Marissa  Campise.  Wilson  thinks 
that  fact  is  significant:  “She  didn’t  have  to 
go  ask  her  wife  or  her  sister  or  her  daugh¬ 
ter.  She  just  understood  it.” 

When  Campise  did  her  research,  she  saw 
a  fragmented  market  and  a  clientele  of  rich 
women  buying  a  blowout  a  week.  “Some 
men  don’t  understand  how  much  women 
spend  on  beauty  services,”  she  says.  “I  see 
that  as  my  investment  advantage.” 

Online  beauty  startups  lacking  Wilson’s 
connections  and  track  record  haven’t  had  as 
easy  a  time  raising  funds.  When  San  Francis¬ 
co  entrepreneur  Melody  McCloskey  founded 
appointment-booking  platform  StyleSeat 
four  years  ago,  she  had  to  bootstrap.  “Being 
a  hair  startup  in  Silicon  Valley  in  2011  was 
a  joke,”  she  says,  adding  that  many  male 
investors  didn’t  understand  the  proposition. 
“They  go  to  Supercuts.” 

McCloskey  has  since  raised  almost  $40 
million  in  venture  backing  after  showing  in¬ 
vestors  her  company’s  organic  growth,  with 
1.5  million  appointments  booked  per  month 
through  StyleSeat.  “The  pitch  had  to  be  not 
about  hairstylists  at  all,”  she  says. 

The  success  to  date  of  StyleSeat,  Glam¬ 
squad  and  Vensette  may  well  pave  the  way 
for  more  women-led  businesses  to  se¬ 
cure  funding.  Wilson  agrees,  citing  recent 
research  from  venture  firm  First  Round 
Capital.  Of  the  nearly  600  founders  across 
their  portfolio,  those  who  were  part  of  a 
team  with  a  woman  at  the  helm  performed 
63%  better  than  all-male  counterparts. 

It  remains  to  be  seen  whether  there’s 
room  in  the  market  for  Glamsquad’s  growing 
list  of  competitors.  The  daily  race  for  women 
like  Beth  Lusko  to  secure  a  6:30  a.m.  at- 
home  blowout  suggests  the  demand  is  there. 
“I  have  to  get  a  lot  done  prior  to  9  a.m.,” 
Lusko  says.  “I  don’t  want  to  forsake  seeing 


my  kids  to  do  it.”  * 
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"Instant gratification  takes  too  long."- carrie  fisher 
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PERSON 

SERGIO  MARCHIONNE 

Just  days  after  telling 
dealers  he  was  fine 
going  it  alone,  Fiat 
Chrysler's  CEO  made 
it  clear  he  wouldn’t 
take  no  for  an  answer 
from  GM.  Will  he  make 
a  hostile  bid?  “I  can 
hug  you  nicely,  I  can 
hug  you  tightly,”  he 
told  AutomotiveNews. 
Watch  your  back,  Mary 
Barra. 

COMPANY 

WAL-MART 

Blue-state  cheers  over 
the  retailer  ceasing 
sales  of  automatic 
weapons  turn  to  jeers 
on  news  that  it’s  cutting 
workers’  hours  at  some 
stores  just  weeks  after 
announcing  a  wage  hike. 

THING 

PAPER  DRONE 

Can  the  FAA  regulate 
anything  that  flies? 

It  recently  granted 
lawyer  Peter  Sachs 
an  exemption  from 
commercial  drone 
restrictions,  larded  with 
dozens  of  conditions,  to 
fly  a  paper  airplane  with 
a  remote-controlled 
motor  attached. 
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Ironclad  Encryption? 

The  people  who  built  Palantir's  snooping  software  have  now 
developed  a  way  to  evade  it.  (Cops  are  already  using  it,  too.) 

BY  THOMAS  FOX-BREWSTER 


Suitably  ironic: 
Matthew  Tamayo-Rios 
used  to  write  code  for 
the  cops.  His  startup 
helps  people  hide 
anything  from  them. 


The  Los  Angeles  Police  Department 
has  its  own  Eye  of  Providence, 
a  20-foot-long  flat-screen  mo¬ 
saic  in  a  windowless  downtown 
control  room  fed  by  dozens  of 
infostreams,  including  the  police  scanner,  CCTV 
feeds,  YouTube,  Twitter 
and  criminal  databases. 

When  crime  occurs,  it 
shows  up  as  a  blinking 
alert  on  a  yards-wide  video 
map  designed  by  Palantir, 
the  deep-analysis  soft¬ 
ware  startup  out  of  Silicon 
Valley  with  a  $20  billion 
valuation.  Its  brainiacs  are 
prized  for  their  ability  to 
find  needles  in  haystacks 
for  three-letter  agencies 
around  the  world. 

Matthew  Tamayo- 
Rios  built  much  of  that 
map  while  at  Palantir,  but 
the  29-year-old  com¬ 
puter  scientist  switched 
teams  a  year  ago  to  start 
Kryptnostic,  whose  poten¬ 
tially  groundbreaking  data 
encryption  could  stymie 
the  police  and  intelligence 
agencies  from  finding 
any  needles  whatsoever. 

At  the  heart  of  Kryptnos- 
tic’s  offering  is  something 
called  “fully  homomorphic 
encryption,”  a  chimera  in 
security  circles  until  now. 

Standard  encryption 
scrambles  data  and  locks  it 


up  using  numerical  keys  generated  algorithmi¬ 
cally  by  multiplying  huge  primes.  It’s  so  difficult 
to  crack  that  hackers  usually  go  after  the  data 
when  it’s  being  worked  on  in  a  decrypted  state 
by  another  application.  Homomorphic  encryp¬ 
tion  adds  a  different  layer  of  algorithm  keys  that 
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We  envisioned 
Office  365  uniting  our 
50,000  employees 
and  400  locations 
on  one  cloud-based 
campus.  Riverbed 
made  it  possible.” 


Uwe  Wirtz,  IT  Director 


'Henkel, 


Seamless  collaboration.  It’s  the  formula 
for  success  at  Henkel,  the  maker 
of  Dial®  Purexf  and  Right  Guard® 

But  for  this  global  company,  slow  apps 
were  a  hindrance.  Enterthe  cloud. 

Now,  by  bringingvisibility,  optimization, 
and  control  to  Henkel’s  new  Office  365 
deployment,  Riverbed  gives  all 
Henkel  employees  secure,  high- 
performance  access  to  cloud-based 
collaboration.  More  than  26,000 
companies  rely  on  Riverbed  to  maximize 
application  and  business  performance. 
Riverbed.com 

riverbed 

The  Application  Performance  Company™ 
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allow  you  to  work  on  the  data  without  ever  un¬ 
scrambling  it,  leaving  no  openings  for  bad  guys. 

What’s  hindered  homomorphic  technology 
in  the  past  is  that  it  was  horribly  computation¬ 
intensive.  IBM  scientist  Craig  Gentry’s  influ¬ 
ential  2009  paper  explaining  one  method  of 
homomorphic  technology  said  it  would  multiply 
the  time  it  takes  for  a  typical  Google  search  a 
trillionfold.  But  Gentry’s  approach  added  an 
extra  step  or  two  of  math  in  order  to  correct 
errors  naturally  cropping  up  in  the  encryption 
and  decryption  steps.  Kryptnostic’s  approach 
eliminates  the  need  for  the  extra  calculations  by 
correcting  errors  on  the  fly. 

What  a  libertarian  utopia  it  would  be  were 
all  data  encrypted  all  the  time.  Suddenly  the  ex¬ 
tremely  valuable  mountains  of  data  now  off-lim¬ 
its  would  become  available  to  interested  parties 
free  of  privacy  or  surveillance  concerns,  a  boon 
to  democracy  activists  and  nihilists  alike.  Drug 
researchers  could  analyze  reams  of  personal 
health  records  with  no  fear  of  de-anonymizing 
patients.  Politically  motivated  tax  agents  could 
never  snoop  on  their  enemies’  returns  if  the  data 
were  all  homomorphically  encrypted. 

And  yet  such  are  the  paradoxes  at  play  in 
the  realm  of  cybersecurity  that  Kryptnostic 
is  already  in  bed  with  the  cops.  The  startup  is 
working  with  California’s  Law  Enforcement 
Intelligence  Unit  to  let  police  nationwide  share 
sensitive  case  files  securely  across  state  lines 
without  exposing  the  information.  Other  early 
users  include  insurers  and  a  cybersecurity  firm, 
all  of  which  asked  not  to  be  named.  Tamayo- 
Rios  says  one  of  the  world’s  largest  private 
equity  firms  is  on  board,  too.  The  young  founder 
understands  the  conundrum  he’s  spawned,  but 
he’d  rather  provide  armor  for  everyone  than  wit¬ 
ness  more  breaches.  Tamayo-Rios  was  one  of  22 
million  government  employees  and  contractors 
whose  data  was  leaked  in  the  devastating  attack 
on  the  U.S.  Office  of  Personnel  Management 
revealed  in  June.  “Not  working  with  the  govern¬ 
ment  is  not  going  to  stop  them  from  doing  what 
they’re  doing,  and  it’ll  just  result  in  stuff  like  my 
own  personal  records  being  leaked,”  he  says. 

Tamayo-Rios,  who  worked  on  security  at 
Microsoft  for  close  to  five  years,  has  assembled 
a  small  yet  stellar  cast  of  engineers  pinched 


from  Palantir,  Google  and  Microsoft.  In  March 
it  raised  $2  million  from  Index  Ventures,  Felicis 
Ventures  and  superangel  Michael  Dearing’s 
Harrison  Metal.  Despite  the  various  customer 
trials  under  way,  Kryptnostic  has  yet  to  coax  any 
customers  to  pay  for  its  software. 

Homomorphic  technology’s  biggest  hurdle  to 
mainstream  adoption  is  persuading  businesses 
and  individuals  to  go  through  the  inconvenient 
step  of  converting  their  data  to  a  new,  more 
secure  service  when  it  already  exists  on  other 
services.  To  raise  awareness  of  his  technology, 
Tamayo-Rios  says,  he’s  prepping  Kodex,  a  free 
“lite”  version  of  his  file-sharing  and  chat  service 
as  a  consumer  app  on  iOS  and  Android.  It  will 
have  similar  features  as  Dropbox  or  Slack  but 
will  give  users  the  ability  to  share  and  search 
confidential  data  without  ever  decrypting  it.  An 
early  version  seen  by  FORBES  looked  less  slick 
than  Slack,  but  Tamayo-Rios  would  rather  get 
to  market  with  a  secure  alternative  to  Dropbox 
and  Slack,  both  of  which  have  suffered  security 
breaches,  than  wait  for  something  polished. 

Tamayo-Rios  also  suffered  through  a  rocky 
first  year.  His  cofounder  and  childhood  friend 
Ivy  Nye  quit  within  six  months  of  the  compa¬ 
ny’s  founding,  heading  back  East  to  Virginia, 
where  his  wife  was  due  to  give  birth.  In  May 
the  third  cofounder,  Sina  Iman,  also  left  after 
disagreements  over  how  to  manage  new  hires. 
“We  had  our  differences,  and  it  just  didn’t 
work  out,”  Tamayo-Rios  says.  Iman  is  joining 
other  former  Palantir  colleagues  at  Aurora 
Technologies,  a  financial  services  tech  startup, 
but  he  had  no  bitter  valedictory  words  for 
Kryptnostic.  “I’m  very  excited  for  it— I  think 
it’s  going  to  change  the  way  the  people  use  the 
Internet,”  he  says,  Skypeing  in  from  a  hotel  in 
Ho  Chi  Minh  City. 

There  have  also  been  some  delays.  The  An¬ 
droid  app,  originally  planned  for  August,  won’t 
arrive  until  Thanksgiving,  with  an  iPhone  ver¬ 
sion  out  early  next  year.  Kryptnostic  expects 
the  first  corporate  customers  to  start  coughing 
up  money  within  a  month,  Tamayo-Rios  says. 
Beyond  that,  though,  the  outlook  gets  a  little, 
well,  cryptic.  “It  could  be  no  one  cares  enough 
to  move  the  bar. ...  It  might  be  a  fundamentally 
intractable  problem.”  )|( 
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A  false  sense  of  security  is  the  only  kind  there  is."  -michael  meade 
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PEOPLE 

THE  IMPACT  TEAM 

The  hacker  coalition 
grabbed  global 
attention  when  it 
breached  infidelity  site 
Ashley  Madison;  its 
data  dumps  exposed 
the  company’s  inner 
workings  and  the 
dirty  little  secrets  of 
potentially  tens  of 
millions. 

COMPANY 

TWITTER 

After  its  stock  sinks 
back  to  its  IPO  price, 
all  eyes  are  on  the 
little  blue  bird  as 
it  restructures  its 
leadership  in  the 
wake  of  ex-CEO 
Dick  Costolo’s  July 
departure. 

IDEA 

THE  GIG  ECONOMY 
ON  TRIAL 

A  federal  court  ruling 
granting  three  Uber 
drivers  class-action 
status  in  a  lawsuit 
against  the  ride  service 
brings  the  debate 
over  the  legality  of  the 
contractor  model  to 
the  fore. 


LEE  JIN-MAN  /  AP 


ADVERTISEMENT 


SLATE’S  WILLIAM  SALETAN  SHOWS 
HOW  IT'S  DONE 

DAVID  BRONNER  CEO,  Dr.  Bronner's 

["here's  been  no  shortage  of  journalists  of  late 
lacking  for  the  pesticide  and  junk  food  indus- 
:ries  regarding  genetically  engineered  foods,  aka 
Genetically  Modified  Organisms  (GMOs).  This 
;oincides  with  the  massive  industry  PR  push 
aehind  the  Safe  and  Affordable  Food  Labeling 
(SAFE)  Act,  ie.  the  Deny  Americans  the  Right  to 
Know  (DARK)  Act,  which  will  stop  states  from 
requiring  disclosure  of  GMO  foods.  Easily  fooled 
and  blind  to  their  bias,  these  journalists  focus  on 
irrational  or  fringe  elements  in  the  movement  to 
label  GMO  foods,  celebrate  commercially  insig¬ 
nificant  examples  of  GMOs,  and  cover  up  that 
over  90%  of  GMO  food  acreage  is  engineered 
by  chemical  companies  to  survive  huge  doses  of 


genetic  engineering.  I  want  to  take  you  down 
into  the  details  of  four  GMO  fights,  because 
that's  where  you'll  find  truth.  You'll  come  to 
the  last  curtain,  the  one  that  hides  the  reali¬ 
ty  of  the  anti -GMO  movement.  And  you'll  see 
what's  behind  it." 

He  then  spends  5,000  plus  words  discussing 
genetically  engineered  virus-resistant  papaya 
that  represents  less  than  0.001%  of  GMO  crop 
acreage  worldwide,  and  beta-carotene-enriched 
genetically  engineered  rice  that  represents  ex¬ 
actly  zero  percent.  Only  at  the  end  of  the  article 
does  Saletan  devote  any  attention  to  the  real 
concern  driving  the  modern  GMO  labeling  move¬ 
ment:  that  pesticide  companies  are  engineering 
major  food  crops  to  survive  huge  volumes  of  the 
toxic  weed  killers  they  sell.  And  even  then  he  lays 
down  pesticide  industry  spin  that  Glyphosate- 


Journalists  covering  science,  agriculture  and  food  need  to  wake 
up  to  the  influence  and  track  record  of  the  pesticide  and  junk 
food  industries,  and  stand  up  for  the  public  interest. 


weed  killer.  Rather  than  sound  the  alarm  that  the 
pesticide  industry's  new  2,4  D  herbicide-tolerant 
GMO  crops  were  recently  greenlighted  for  plant¬ 
ing  this  spring  by  industry-friendly  regulators, 
these  journalists  bury  the  fact  they  are  destined 
for  our  dinner  plates  this  fall. 

William  Saletan  of  Slate,  prominent  spoon-fed 
banger  of  drums  in  support  of  war  in  Iraq,  re¬ 
cently  stepped  up  to  show  fellow  media  lackeys 
how  best  to  swallow  and  regurgitate  pesticide 
and  junk  food  talking  points  on  GMOs,  and  ad¬ 
vised  Americans  they  don’t  need  to  know  what 
they  eat  and  feed  their  families.  In  his  article, 
“Unhealthy  Fixation"  Saletan  states: 

"If  you're  like  me,  you  don't  really  want  to 
wade  into  this  issue.  It's  too  big,  technical, 
and  confusing.  But  come  with  me,  just  this 
once.  /  want  to  take  you  backstage,  behind 
those  blanket  assurances  about  the  safety  of 


the  main  herbicide  GMOs  are  engineered  to 
tolerate  whose  use  has  skyrocketed  on  food-is 
“safer,”  even  though  the  World  Health  Organiza¬ 
tion  determined  earlier  this  year  that  Glyphosate 
is  a  "probable  carcinogen"  (which  he  alludes  to 
only  by  hyperlink  without  explicitly  stating  and 
interfering  with  his  argument.)  Even  more  egre- 
giously,  he  fails  to  state  that  the  pesticide  indus¬ 
try's  next  generation  "stacked"  herbicide-toler¬ 
ant  GMO  crops  also  tolerate  huge  amounts  of 
2,4  D,  an  older  toxic  herbicide  that  composed 
one-half  of  the  dioxin-contaminated  defoliant 
Agent  Orange. 

Saletan  also  blithely  asserts  that  genetical¬ 
ly  engineered  Bt  insecticide  in  GMO  corn  has 
led  to  a  reduction  of  insecticide  use,  failing  to 
mention  that  use  of  systemic  neonicotinoid  in¬ 
secticides  on  GMO  corn  has  skyrocketed  from 
zero  to  almost  100%  in  the  past  twelve  years- 
insecticides  which  are  banned  in  the  EU  due  to 


their  killing  power  on  bees,  pollinators  and  other 
non-target  wildlife.  (See  former  EPA  Senior  Sci¬ 
entist  Dr.  Ray  Seidler’s  “Pesticide  Use  on  Geneti¬ 
cally  Engineered  Crops.") 

Up  until  2011  I  myself  was  a  sucker  for  indus¬ 
try-fed  propaganda  served  up  by  the  likes  of 
Saletan,  that  GMOs  were  mostly  nutrient-en¬ 
riched  drought-tolerant  yield-boosted  crops  that 
require  less  pesticides.  But  then  the  government 
deregulated  “Round-Up  Ready  Alfalfa"  and  the 
charade  was  over:  GMOs  are  about  chemical 
companies  engineering  crops  to  tolerate  huge 
doses  of  the  weed  killer  they  sell.  Alfalfa  isn't 
even  generally  sprayed  with  herbicide  in  the  first 
place.  A  huge  swath  of  the  American  public  woke 
up  to  the  fact  that  GMOs  are  really  about  pesti¬ 
cide  companies  selling  pesticides,  and  the  mod¬ 
ern  GMO  labeling  movement  was  born.  Commer¬ 
cially  insignificant  GMOs  like  GMO  papayas,  rice, 
apples  and  potatoes  are  red  herring  distractions 
and  not  the  issue.  Herbicide-tolerant  2,4  D  & 
Glyphosate  food  crops  are  what’s  for  dinner  and 
should  be  Exhibit  A  when  discussing  labeling 
GMOs.  And  regardless  of  potential  risks,  just  as 
consumers  have  a  right  to  know  if  orange  juice 
is  from  concentrate  or  if  vanilla  is  artificial,  they 
have  a  right  to  know  if  food  has  been  genetically 
engineered. 

Journalists  covering  science,  agriculture  and 
food  need  to  wake  up  to  the  influence  and  track 
record  of  the  pesticide  and  junk  food  industries, 
and  stand  up  for  the  public  interest.  These  indus¬ 
tries  are  desperately  trying  to  force  the  DARK 
Act  through  Congress.  This  bill  would  pre-empt 
citizens'  rights  to  enact  mandatory  GMO  label¬ 
ing,  and  its  backers  are  counting 
on  clueless  journalists  to  help 
them  do  it.  But  hopefully  our  elect¬ 
ed  representatives  will  stand  up 
for  our  simple  right  to  know  if  our 
food  is  engineered  to  be  saturated 
in  toxic  herbicide-a  right  citizens 
in  64  other  countries  already  have. 

Originally  published  by  Huffington  Post 
8/4/2015.  Visit  URL  for  sources  &  foot¬ 
notes:  http://huff.to/lKRu8o8 


Stand  Up  for  Your  Right  to  Know!  Take  action  now  to  stop  the  DARK  Act:  easily  call  or  write  your  Congresspeople  by  visiting  JustLabellt.org 
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From  Doghouse 
To  Penthouse 

After  Julie  Wainwright  ran  Pets.com  into  the 
ground,  she  was  a  pariah.  Then  she  turned 
The  RealReal  into  a  $200-million-a-year 
consignment  business. 

BY  RYAN  MAC 

Julie  Wainwright  is  staring  down 
the  shaft  of  an  arrow.  She  wiggles 
her  toes  and  cocks  her  head  to 
focus  on  a  set  of  blue  and  yellow 
rings  50  feet  away.  Pulling  the  bow¬ 
string  to  the  corner  of  her  mouth,  the  former 
CEO  ofPets.com  lets  her  shot  fly.  It  wobbles 
before  missing  the  target,  wide  left. 

“I  wonder  if  it’s  because  of  my  heels,”  she 
says,  looking  down  at  her  Chloe  wedges.  Her 
next  four  arrows  miss  the  mark  as  well. 

Wainwright,  a  sprightly  58-year-old, 
hadn’t  done  archery  in  years.  But  on  a  gloomy 
August  day  in  San  Francisco  she  suggested 
we  visit  an  indoor  range  to  give  her  a  brief 
distraction  from  running  The  RealReal,  her 
addictive  consignment  site.  On  track  to  do 
$200  million  in  revenue  this  year  and  with 
$83  million  in  funding  at  a  FORBES-estimat- 
ed  valuation  of  $300  million,  the  startup  is  in 
a  much  better  place  than  Pets.com  ever  was. 

“Say  what  you  want  about  it,  but  we  did 
something  others  weren’t  able  to  do  in  creat¬ 
ing  a  brand  with  that  sock  puppet,”  she  says, 
referring  to  Pets.com’s  still  iconic  mascot. 

While  Pets.com  crashed  and  burned,  The 
RealReal  has  filled  a  void  in  the  high-end  luxury 
market.  Many  one-percenters  can’t  be  both¬ 
ered  to  list  their  designer  dresses  or  jewelry 
on  eBay  and  then  ship  those  goods  to  buyers. 
But  as  Wainwright  found,  they  will  consign 
their  wares  if  someone  else  does  the  grunt 


work.  That’s  the  genius  of  The  RealReal,  which 
receives  about  130,000  items  a  month. 

Thwack.  The  final  arrow  from  Wain- 
wright’s  quiver  hits  the  blue  ring  closest  to 
the  bull’s-eye,  and  she  lets  out  a  small  yelp  of 
satisfaction.  The  RealReal,  says  its  CEO,  will 
be  profitable  by  next  year. 

While  the  idea  of  selling  used  items  on  the 
Web  is  hardly  new,  The  RealReal  is  leading 
the  way  in  a  crowded  pack  of  players  on  the 
quest  to  build  better  marketplaces.  With  eBay 
trying  to  be  everything  to  everyone,  startups 
are  creating  online  bazaars  for  all  kinds  of 
goods,  from  used  cars  to  apparel.  Poshmark, 
Threadflip,  ThredUP  and  Twice  (acquired  by 
and  folded  into  eBay)  have  raised  millions  to 
let  women  sell  worn  Levi’s  jeans  or  J.Crew 
sweaters. 


64  |  FORBES  SEPTEMBER  28, 2015 


The  RealReal  turns  up  its  nose  at  those 
items,  focusing  instead  on  luxury  brands  like 
Gucci  and  Alexander  McQueen.  In  2014,  ac¬ 
cording  to  a  report  from  Bain  &  Co.,  there  were 
$73.7  billion  in  sales  of  personal  luxury  goods  in 
the  U.S.  market  alone,  creating  a  huge  resale  op¬ 
portunity  for  Wainwright.  The  consignors,  in¬ 
cluding  Marissa  Mayer  and  Khloe  Kardashian, 
keep  from  60%  to  70%  of  the  online  sale  price. 

Because  The  RealReal  focuses  on  goods  with 
higher  margins,  the  company  can  afford  to  send 
a  white-glove  concierge  to  a  person’s  home 
to  evaluate  the  goods,  which  are  then  packed, 

I  stored  and  listed  by  the  company.  While  most 
|  consignment  startups  use  technology  to  reduce 
™  the  human  element,  The  RealReal  has  400  em- 
|  ployees  and  is  hiring  more,  from  photographers 
I  who  snap  six  photos  of  every  item  to  authenti¬ 


cators  who  sniff  out  fakes  by  checking  a  bag’s 
serial  number  or  examining  the  threading  on  a 
skirt.  “EBay  still  does  about  $2  billion  in  luxury 
goods  on  its  platform,”  Wainwright  says,  “and 
yet  they  have  a  tremendous  amount  of  fakes  on 
it.”  (An  eBay  spokesperson  says  the  company 
doesn’t  break  out  sales  for  the  fashion  category 
and  that  less  than  .025%  of  all  2014  eBay  listings 
were  identified  as  “potentially  counterfeit.”) 

The  RealReal  has  55  employees  it  calls 
luxury  managers  in  20  strategic  cities  to 
collect  items;  consignors  who  live  outside 
those  regions  can  send  in  their  goods  to  be 
appraised  free  of  charge.  The  process  engen¬ 
ders  trust,  says  investor  Maha  Ibrahim  of 
Canaan  Partners,  giving  buyers  the  confidence 
that  the  Oscar  de  la  Renta  dress  they  see  on 
the  site  is  indeed  real.  That’s  taken  Wain- 


Julie  Wainwright  thinks 
Pets.com  could  have 
made  it:  “Pets  needed 
another  $80  million  to 
get  to  profitability.  When 
I  shut  it  down,  it  was  on  a 
$100  million  run  rate.” 
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ENTREPRENEURS 


SECONDHAND  LUXURY 


NEW-SCHOOL  FUNDRAISING 

In  2000  Stacey  Boyd  moved  to  California,  where,  she 
says,  50%  of  the  state’s  public  school  music,  art  and 
drama  programs  were  jettisoned  after  the  financial 
crisis.  With  her  two-year-old  startup,  Schoola,  Boyd 
is  out  to  reinvent  the  old-school  fundraiser.  Rather 
than  having  students  hawk  sugary  treats  door-to- 
door,  the  startup  collects  used  children’s  clothing 
and  sells  the  donated  items  at  deep  discounts  on  its 
consignment  platform.  Two  dollars  out  of  every  $5  in 
sales  is  funneled  back  to  schools. 

The  company  has  expanded  from  5  participating 
schools  to  15,000  and  is  on  track  to  sell  more  than 
$10  million  worth  of  goods— and  turn  a  profit— by 
year-end.  Gearing  up  for  expansion,  Boyd  recently 
raised  $20  million  from  a  group  of  Silicon  Valley 
angel  investors.  The  company’s  #PassTheBag 
campaign  asks  people  to  donate  a  bag  of  clothes 
and  then  “tag”  friends  on  social  media,  challenging 
them  to  do  the  same.  Dubbed  “the  next  ALS  ice 
bucket  challenge”  by  TechCrunch,  it  got  some  early 
support  from  Boyd  buddies  Sheryl  Sandberg  of 
Facebook  and  Jeff  Weiner  of  Linkedln. 

—Amy  Cortese 

wright  from  the  doghouse  to  the  penthouse. 

She  remembers  the  exact  day  her  Pets.com 
bubble  burst:  Nov.  8,  2000.  At  4  a.m.,  after 
months  of  stress,  her  then  husband  woke 
her  and  told  her  he  wanted  a  divorce.  A  few 
hours  later  she  drove  to  Pets.com’s  headquar¬ 
ters  to  begin  laying  off  more  than  100  people 
and  closing  the  company,  which  had  lost  $147 
million  during  its  20  months  of  operation  and 
blown  $2  million  on  a  Super  Bowl  ad  that  did 
little  to  attract  customers.  “I  went  through 
the  valley  of  death,”  says  Wainwright,  who 
was  hired  as  CEO  in  February  1999  and  held 
a  3%  stake  that  had  been  worth  $10  million  at 
the  IPO  price. 

For  much  of  the  following  decade  she 
lived  as  if  in  exile.  She  wrote  a  book,  did  some 
speaking  and  founded  a  startup  that  offered 
women’s  health  tips  but  failed  as  the  reces¬ 
sion  hit. 

She  came  up  with  the  idea  to  sell  used  lux¬ 
ury  clothes  after  visiting  the  many  women’s 
boutiques  that  dot  San  Francisco’s  posh  Rus¬ 
sian  Hill  neighborhood.  The  owner  of  one, 


Rati  Levesque,  became  Wainwright’s  first 
employee.  “We  had  consignment  in  the  back 
of  my  store,  and  people  would  go  straight  to 
the  back,”  says  Levesque,  now  The  RealReal’s 
chief  merchant.  “It  just  clicked.” 

Starting  in  2011,  the  pair  worked  out  of 
Wainwright’s  home  in  Marin  County— receiv¬ 
ing  and  photographing  goods  and  shipping 
them  by  hand.  By  2013  they  were  in  a  Sausali- 
to  warehouse  and  raising  venture  funding. 

Some  investors  were  frightened  off  by 
Wainwright’s  resume.  Others,  mostly  men, 
didn’t  get  the  idea.  One  venture  capitalist 
took  off  his  shoe  and  put  it  on  a  conference 
table  to  illustrate  that  he’d  worn  the  same 
footwear  for  five  years.  “Investors  tend  to 
focus  on  their  own  experiences  when  gaug¬ 
ing  a  market,”  says  InterWest  Partners’  Keval 
Desai,  who  led  a  $14  million  investment 
round  in  The  RealReal  in  April  2013. 

Wainwright  just  shrugs  when  asked  about 
those  who  passed.  While  she  remains  defiant 
about  her  failure,  she  has  internalized  the 
lessons.  The  RealReal  runs  a  lean  operation, 
shunning  expensive  marketing  and  main¬ 
taining  less-than-glamorous  headquarters 
in  an  old  pie  factory  in  San  Francisco’s  gritty 
Bayview  neighborhood.  And  instead  of  $50 
bags  of  dog  chow  that  cost  a  fortune  to  ship, 
The  RealReal’s  luxury  items  carry  an  aver¬ 
age  price  of  $250.  That  figure  is  rising  as  the 
site  branches  into  watches,  jewelry  and  art  (it 
recently  listed  a  Picasso  for  $40,000). 

The  RealReal’s  appeal  is  obvious  during 
a  visit  to  a  chic  apartment  a  few  blocks  from 
the  shop  where  Wainwright  met  Levesque. 

In  a  modern  industrial  flat  filled  with  throw 
pillows  embossed  with  phrases  like  “Life 
is  too  short  to  drink  cheap  wine,”  new 
consignor  Gail  Kennedy  rummages  through 
piles  of  purses  and  clothes  with  a  RealReal 
luxury  manager. 

Kennedy  picks  up  a  Roland  Mouret  dress 
she  remembers  buying  for  $1,700.  “You  know, 
when  you  dress  up,  you  are  always  with  the 
same  people,”  she  says  wistfully.  “So  you  can 
never  wear  the  same  thing  twice!”  Nine  days 
later  the  dress  sells  on  The  RealReal  for  $596. 

It  beats  selling  dog  food. 
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"Only  after  disaster  can  we  be  resurrected."  -chuck  palahniuk 


TRENDING 


What  the  70  million 
Forbes.com  users 
are  talking  about. 

For  a  deeper  dive  go  to 

FORBES.COM/ 
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PERSON 

ZALMI DUCHMAN 

Founder  of  The  Fresh 
Diet  describes  the 
torture  of  applying 
for  a  Small  Business 
Administration  loan, 
how  tough  initial 
rejection  was  and 
what  it  means  to  get 
approved  at  last. 

COMPANY 

YOUVISIT 

Generating  real 
revenues— now  in  the 
$10  million  range, 
they’ve  doubled  every 
year  for  the  last  five— 
from  the  virtual-reality 
tours  it  designs  for  the 
likes  of  Harvard  and 
Hewlett-Packard. 

IDEA 

EMPLOYEE  TRAINING 

Yours  is  probably  a 
waste  of  time  and 
money.  Focus  instead 
on  three  to  five  core 
skills,  hands-on  work 
and  sprints  rather  than 
marathon  sessions. 
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THE  WORLD’S  MOST  INFLUENTIAL 
HEALTHCARE  CONFERENCE 

WHERE  THE  TOP  EXECUTIVES, 
OFFICIALS  &  HEALTHCARE 
PROVIDERS  CONVENE 


SMART  DATA  TR 


G  LIVES 
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ELIZABETH  HOLMES 

Theranos 


MICHAEL  DOWLING 

North  Shore  - 
LIJ  Health  System 


KENNETH  FRAZIER 

Merck  &  Co. 


BRUCE  BROUSSARD 

Humana  Inc. 


ROBERT  J.  HUGIN  STEVE  MILLER,  M.D. 

Celgene  Express  Scripts 


LEONARD  SCHLEIFER 

Regeneron 

Pharmaceuticals 


DECEMBER  2-3,  2015  |  NEW  YORK  CITY 


The  Forbes  Healthcare  Summit  is  a  must-attend  convocation  of  the  most  important  leaders  in  healthcare. 
In  past  years,  we’ve  tackled  how  the  consumer  revolution  and  big  data  will  change  everything.  This  year, 
we’re  aiming  wider,  with  what  is  already  our  best  roster  of  speakers  yet. 

There’s  no  doubt  that  technology  is  revolutionizing  healthcare.  New  drugs  are  curing  hepatitis  C, 
extending  the  lives  of  cancer  patients,  and  plunging  cholesterol  levels  lower  than  we’ve  seen  since 
hunter-gatherers  roamed  the  earth.  But  until  now,  technology  has  always  meant  something  else: 
rising  healthcare  costs.  But  what,  we  ask,  if  technology  is  not  the  problem,  but  the  solution? 

Attend  a  transformational  meeting  of  300  of  the  sector’s  most  powerful  minds. 
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Uncanny 

Timing 

After  a  lifetime  mastering  Vegas 
blackjack  tables  and  Chicago 
trading  pits,  market  legend  Blair 
Hull  has  devised  an  ETF  that  he 
says  can  safely  time  the  market. 

BY  ANTOINE  GARA 

On  Aug.  31,  in  the  final  minutes  on 
the  last  trading  day  of  the  biggest 
monthly  plunge  in  U.S.  stocks 
since  2012,  Petra  Bakosova,  a 
27-year-old  University  of  Chicago- 
trained  mathematician,  sits  in  a  bare  conference 
room  on  the  16th  floor  of  the  Chicago  Board  of 
Trade  Building  in  front  of  a  laptop  running  an 
algorithm  designed  to  time  the  market— a  holy 
grail  investing  strategy  of  moving  in  and  out  of 
stocks  at  the  right  moments,  a  quest  that  most 
have  long  since  concluded  is  a  fool’s  errand. 

At  exactly  3:35  p.m.  EDT  Bakosova  will  re¬ 
ceive  a  batch  of  data  to  run  her  firm’s  formula, 
which  blends  some  20  variables  ranging  from 
quarterly  economic  data  and  default  spreads  on 
corporate  bonds  to  price/earnings  ratios.  Each 
trading  day  the  algorithm  arrives  at  the  opti¬ 
mal  allocation  between  equities  and  cash,  and 
instructs  her  to  position  anywhere  from  100% 
short  the  S&P  500  to  200%  long. 

Bakosova  is  sitting  in  the  driver’s  seat  of  a 
new,  actively  managed  exchange-traded  fund 
(ETF)  devised  by  one  of  the  most  success¬ 
ful  traders  of  the  last  40  years,  Blair  Hull,  73. 

His  fund,  the  Hull  Tactical  US  ETF,  defied  the 
market’s  short-lived  crash  in  August,  down  1.4% 
since  its  inception  in  late  June,  compared  with 
a  7.5%  decline  in  the  S&P  500  over  the  same 
period.  On  this  particular  late  August  afternoon 
the  ETF  is  holding  80%  cash  and  20%  stocks, 
indicating  its  bearish  position.  Hull’s  algorithm 


calculated  the  expected  return  on  stocks  to  be 
1.82%  on  an  annualized  basis  over  the  next  six 
months,  a  fraction  of  the  S&P  500’s  11%  yearly 
total  return  since  1954.  One  month  prior  the 
algorithm  put  market  exposure  at  50%. 

Born  during  World  War  II  and  raised  in 
northern  California,  Hull’s  life  is  the  stuff  of 
American  dreams.  At  age  19  he  started  working 
summers  in  a  canning  factory  to  pay  for  college, 
then  he  served  as  a  U.S.  Army  instructor  during 
the  Vietnam  War.  Hull  later  taught  high  school 
math  and  physics  and  ultimately  made  his  way 
to  the  Las  Vegas  blackjack  tables,  where  he  per¬ 
fected  card  counting.  Hull  parlayed  $25,000  in 


Legendary  trader  and 
blackjack  aficionado 
Blair  Hull  says  betting 
everything  on  buy-and- 
hold  is  irresponsible. 
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winnings  into  a  seat  on  the  Pacific  Stock 
Exchange,  upgraded  to  Chicago  and 
later  created  his  own  Black-Scholes-type 
formula,  applying  probabilities  to  futures 
and  options  markets. 

He  became  part  of  trading  lore  on 
Black  Monday  in  1987  as  the  market’s 
largest  buyer  at  its  bottom.  Amid  the 
panic,  with  brokers  restricted  by  the 
CBOT  from  taking  small  orders,  seat- 
owner  Hull  walked  into  what  was  then 
called  the  “Major  Market  Index”  futures 
pit  to  make  the  trades  himself.  He  ran 
into  a  panicked  trader  at  Drexel  Burnham 
Lambert  who  offered  to  sell  150  futures 
contracts  at  a  price  Hull  says  he  couldn’t 
refuse.  “I  was  in  the  right  place  at  the 
■  right  time,”  he  says  modestly. 

For  a  dozen  years  after  this  trading 
coup  Hull  built  up  an  electronic  trading 
firm;  he  sold  it  to  Goldman  Sachs  for 
$531  million  in  1999.  Then  Hull,  bound  by 
a  noncompete,  entered  politics  as  a  Dem¬ 
ocrat  but  ultimately  lost  to  Barack  Obama 
in  the  2004  Illinois  Senate  primary. 

Not  much  has  been  heard  from  Hull 
since.  However,  rather  than  taking  up  golf 
or  fishing,  Hull  quietly  continued  to  trade. 
He  created  a  family  office,  hiring  Rick  An¬ 
derson,  a  former  Value  Line  quant,  after 
reading  his  book  on  market  timing.  In 
2005  they  began  toying  with  a  short-term 
market- timing  strategy  that  performed 
well  during  the  2008  financial  crisis.  By 
2012  Hull  became  convinced  that  such  a 
strategy  could  work  long  term  and  would 
have  wide  appeal. 

Standing  outside  an  empty  vault  below 
the  CBOT’s  shuttered  futures  trading  pits, 
^  3^  that  used  to  hum  with  activity  and 
armed  guards  when  futures  traders  took  physi¬ 
cal  delivery  of  silver,  Hull  characterizes  his  ETF 
as  a  “sleep  well  at  night”  financial  product  that 
can  outperform  stock  indexes  while  insulating 
investors  from  the  inherent  volatility. 

Hull’s  ETF  analyzes  inputs  ranging  from  Eu¬ 
gene  Fama’s  dividend-to-price  ratio  and  Robert 
Shiller’s  cyclically  adjusted  P/E  ratio  to  short 
interest  and  default  spreads,  as  well  as  economic 


indicators  like  the  Baltic  Dry  Index.  The  formula 
is  run  daily  and  is  retested  every  20  days. 

In  back  tests  it  generated  an  annualized 
return  of  12.1%  before  fees  from  June  2001 
through  May  2015  and  had  a  Sharpe  Ratio  of 
0.85.  (The  Sharpe  Ratio  measures  how  much  re¬ 
turn  is  generated  from  an  additional  unit  of  risk.) 
That  compares  favorably  with  the  ETF’s  bench¬ 
mark,  a  60%  weight  to  the  S&P  500  and  a  40% 
weight  to  three-month  T  bills,  which  returned 
5.79%  annually  and  had  a  Sharpe  Ratio  of  0.21. 

Hull  believes  his  NYSE -traded  ETF  deserves 
a  10%  allocation  in  institutional  retirement  port¬ 
folios  and  endowments.  “This  is  going  to  adapt 
the  volatility  you  have  so  that  it’s  less  than  the 
S&P  500,”  he  says,  mentioning  that  he  has  com¬ 
mitted  some  $40  million  of  his  own  net  worth  to 
a  mirrored  strategy. 

Indeed,  during  the  stock  market  unraveling 
in  August,  Hull  was  not  only  sleeping  well  but 
also  undergoing  coronary  bypass  surgery  and 
thus  out  of  the  office  for  most  of  the  month. 

To  those  who  adhere  to  the  conventional 
wisdom  that  market  timing  is  an  ait  on  par  with 
divination  and  astrology,  he  makes  a  bold  decla¬ 
ration:  “Just  as  it  was  considered  irresponsible 
to  time  the  market  in  the  last  30  years,  it  will  be 
considered  irresponsible  to  not  time  the  market 
in  the  next  30  years.” 

As  he  preaches,  he  carries  a  red,  heart- 
shaped  pillow  commonly  used  by  postoperative 
heart  valve  surgery  patients  to  cushion  their 
chests  in  the  event  of  a  painful  coughing  fit. 
What  about  expenses  and  trading  costs?  Hull’s 
upstart  ETF,  which  invests  solely  in  S&P  500 
ETFs  and  so  far  has  only  $12  million  in  assets, 
carries  a  total  expense  ratio  of  1%,  significantly 
below  the  average  tactical  mutual  fund.  Consid¬ 
ering  its  hyper  trading  strategy,  the  ETF  is  best 
used  in  a  tax-deferred  account. 

Despite  his  fund’s  performance,  Hull  isn’t 
taking  a  victory  lap.  “With  enough  performance 
this  idea  will  catch  on,”  he  says.  ‘We’d  rather 
have  a  slow  start  than  be  a  flash  in  the  pan.” 

For  the  curious  buy-and-holders,  Hull  invites 
all  to  follow  his  funds’  gyrations  in  real  time 
on  his  website.  At  press  time  Hull  had  become 
more  bearish,  with  90%  of  his  funds’ 
assets  in  cash. 
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"This  grand  book,  the  universe,  is  written  in  the  language  of  mathematics." 

-GALILEO 


GO 

CONSIDER 

STOP 


SLOW  AND 
STEADY 

Jim  Margard  cofounded 
Seattle-based  Rainier 
Investment  Management 
in  1989  and  has  turned  it 
into  a  $7  billion  (assets) 
firm  focusing  on  small- 
and  midcap  equities. 


MOHAWK  INDUSTRIES 

The  company’s  largest 
business,  ceramic  flooring, 
is  also  its  most  profitable. 
A  good  core  holding; 
you  might  wake  up  in 
five  years  and  find  it  has 
doubled  or  tripled. 


TESLA  MOTORS 

A  high-expectations,  well- 
publicized  stock  without 
a  lot  of  room  for  error 
on  execution.  Currently 
trading  over  100  times 
2016  earnings  estimates,  a 
valuation  of  concern. 


OASIS  PETROLEUM 


Be  wary  of  believing  in 
any  energy  rallies.  Avoid 
oil  and  gas  producers  that 
have  high  leverage  and 
aren’t  in  the  most  profit¬ 
able  fields,  like  Oasis.  The 
stock  prices  are  low,  but 
that  doesn’t  mean  they 
can’t  go  lower. 
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THOMAS  KUHLENBECK  FOR  FORBES 


INVESTING 


KEN  FISHER  //  PORTFOLIO  STRATEGY 


YES.  THE  MARKETS  ARE  VOLATILE 

THAT'S  A  GOOD  THING 


RECENT  VOLATILITY  CAUSES 

most  to  question  the  bull  market’s  via¬ 
bility.  But  I  like  it.  Stocks  have  been  too 
nonvolatile  too  long,  and  I  love  volatil¬ 
ity.  Most  folks  think  when  stocks  are 
up,  it’s  good,  and  when  they’re  down, 
it’s  “volatile”— but  you  don’t  get  up- 
a-lot  markets,  big  moves  fast,  without 
abundant  gyrations. 

In  contrast,  the  age-old  saying  al¬ 
most  always  holds  true:  Bull  markets 
die  with  a  whimper,  not  with  a  bang. 
Bears  start  slowly— boringly  down  for  a  long  time,  lulling  in  last-min- 
ute-virgin,  greater-fool  buyers  and  then  sucking  them  under.  Big-bang 
scares  that  occur  close  to  peaks  typically  mark  correction  behavior 
within  bull  markets. 

Corrections  come  for  any  reason  or  no  reason,  and  they’re  typi¬ 
cally  short,  sharp  and  banner  an  overburdening  story  that  soon 
sounds  very  wrong.  This  year’s  model  reminds  me  of  1997’s  (and  at 
the  same  time  of  the  year!):  emerging-market-  and  currency-ori¬ 
ented,  with  the  developed  world  as  the  bastion  of  relative  strength, 
coupled  with  weak  commodity  prices  and  flattish  interest  rates.  All 
you  need  to  do  is  replace  O.J.  Simpson  with  Bill  Cosby  as  the  pop 
culture  villain  du  jour. 


YOU  DON'T  GET  UP-A-LOT  MARKETS. 
BIG  MOVES  FAST.  WITHOUT 
ABUNDANT  GYRATIONS 


This  seems  big  because  we  aren’t  hardened  to  recent  volatility- 
like  in  1997.  Since  we  haven’t  had  a  real  correction  in  years,  this  isn’t 
so  shocking.  Often  we  get  one  or  more  a  year.  After  1997’s  came  1998’s. 
We  may  get  another  next  year.  They’re  normal  to  big  bulls. 

Bears  have  long  warned  that  it’s  been  oh-so-long  since  we’ve  had 
one,  so  you  should  beware.  They  can’t  cry  wolf  on  that  anymore. 
That’s  good.  Anything  can  happen,  but  you  should  expect  this  bull 
market  to  raise  its  tenacious  head  again  soon,  bucking  off  all  the  fears 
skeptics  can  hurl  at  it.  Keep  owning  the  kinds  of  stocks  that  thrive  in 
maturing  bull  markets,  like  these: 

The  U.K.’s  global  consumer  and  OTC  health  care  brands  giant  reck- 
itt  benckiser  (rbgly,  18)  isn’t  cheap,  but  it’s  focused  on  profits,  and  this  is 


MONEY  MANAGER  KEN  FISHER'S  LATEST  BOOK  IS  BEAT  THE  CROWD 
(WILEY,  2015).  VISIT  HIS  HOME  PAGE  AT  WWW.FORBES.COM/FISHER. 


the  right  cyclical  stage  for  huge  staples  firms. 
It’s  arguably,  size-adjusted,  the  least  “dis¬ 
covered”  consumer  stock— giving  it  room  to 
catch  on.  From  Air  Wick  through  French’s  to 
Mucinex  and  Woolite,  its  vast  A-to-Z  brand 
arsenal  is  to  die  for,  and  I’m  confident  in 
relatively  new  CEO  Rakesh  Kapoor,  who  has 
strength  in  product  development  and  M&A, 
to  increase  profits  and  sales. 

Similarly  uncheap  but  a  perfect  back-half 
bull  market  consumer  discretionary  stock  is 
walt  Disney  (Dis,  102).  It’s  the  quality-category 
leader  in  entertainment  media.  While  almost 
doubling  since  I  last  recommended  it  at  55 
two-plus  years  ago,  it  should  continue  enter¬ 
taining  happily.  EPS  growth  should  make  its 
P/E  at  18  on  September  2016  earnings. 

Donald  Trump  must  hate  it.  Mexico’s 
telecom  giant,  America  movil  (amx,  18),  Carlos 
Slim’s  flagship,  just  announced  free  customer 
calls  and  no  roaming  charges  when  Mexicans 
enter  America.  Sales  have  risen  irregularly 
for  years,  but  profits  have  suffered  as  AMX 
stretches  for  growth  throughout  Latin  Amer¬ 
ica.  The  stock  has  been  volatile  at  best— now 
off  nearly  20%  in  2015  and  piercing  its  post- 
2009  lows.  Bet  on  the  next  big  bounce  being 
up.  Profits  are  turning.  Slim’s  strategy  is 
working.  Buy  before  optimism  returns. 

Japan’s  fast  retailing  (Frcoy,  40)  is  fast 
growing,  too.  Its  flagship  casual-wear  brand, 
Uniqlo,  has  spread  into  most  Asian  countries 
and  is  starting  to  penetrate  the  West.  As  it 
does,  expect  low  double-digit  growth  and  an 
increasing  appreciation  of  the  stock  of  one  of 
today’s  fastest-growing  retailers.  It  sells  at  23 
times  my  estimate  of  August  2016  earnings. 

Today’s  reinvigorated  automatic  data  process¬ 
ing  (Adp,  78)  is  a  cloud-based  provider  of  broad- 
spectrum  outsourced  services  for  small,  mid¬ 
size  and  large  businesses.  Think  a  variation  of 
Oracle  or  Salesforce.com.  And  the  stock  should 
sell  like  that.  But  you  buy  this  quality  growth 
stock  for  only  17  times  my  June  2016  earnings 
estimate  with  a  2.6%  dividend  yield.  Q 
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WILLIAM  BALDWIN  II  INVESTMENT  STRATEGIES 


INCOME  DURING  THE  CRASH 


WE  ARE  NEVER  as  happy  or  as 
unhappy  as  we  think  we  are,  said  the 
French  sage  La  Rochefoucauld.  You 
can  apply  the  principle  to  money.  You 
are  never  as  rich  or  as  poor  as  you 
think  you  are. 

Understand  this  and  you  will  be  less 
likely  to  behave  foolishly  during  bull 
markets  and  less  likely  to  swoon  dur¬ 
ing  corrections.  You  won’t  be  making 
constant  adjustments  to  your  lifestyle. 
One’s  instinct,  of  course,  is  to  mea¬ 
sure  wealth  by  the  bottom  line  on  a  brokerage  statement.  When  the 
prices  of  stocks  and  bonds  go  up,  by  dint  of  either  irrational  exuber¬ 
ance  or  a  Federal  Reserve  asset-inflation  scheme,  people  think  they 
are  richer.  They  think  they  can  spend  more.  And  when  stocks  take  a 
dive,  they  start  worrying  about  their  vacation  budget. 

A  wiser  way  to  live:  Pay  less  attention  to  the  prices  of  assets  and 
more  to  the  income  they  generate. 

Let’s  say  you  have  $1  million  invested  in  a  traditional  mix:  60% 
stocks,  40%  bonds.  The  long-term,  sustainable  income  you  can  get 
off  this  endowment  is,  I  estimate,  $36,000  a  year.  In  ordinary  times 
a  4%  draw  would  be  sustainable.  But  these  are  not  ordinary  times. 
The  government  has  spent  the  past  six  years  inflating  security  prices. 
Your  $1  million  portfolio  has  a  true  value  more  like  $900,000.  You 
should  be  spending  4%  of  that  lesser  amount. 


WHAT'S  THE  SUSTAINABLE  YIELD 
FROM  A  PORTFOLIO? 


Now  let’s  suppose  there’s  a  crash.  Your  brokerage  statement  an¬ 
nounces  that  you  are  now  $100,000  (or  $200,000)  poorer.  But  the 
companies  you  are  invested  in  aren’t  suddenly  making  less  money  for 
you.  The  bond  coupons  don’t  shrink.  I  think  you  can  keep  spending 
$36,000. 

If  this  sounds  radical,  think  about  real  estate.  Suppose  you  have 
just  retired  and  downsized  to  a  house  that  you  plan  to  live  in  until 
you  die.  Then  a  flood  of  exuberant  buyers  comes  into  the  neighbor¬ 
hood,  and  the  paper  value  of  the  house  doubles.  Does  this  make  you 
better  off?  No.  Your  income-the  right  to  occupy  2,000  square  feet  of 
space— is  no  higher.  And  if  house  prices  collapse?  That  is  a  problem 
for  your  heirs.  It  doesn’t  change  your  lifestyle. 


GO  TO  FORBES.COM/SITES/BALDWIN  FOR  MORE  ON  TAX-WISE  INVESTING  STRATEGIES. 


We  can  deconstruct  that  3.6%  return  as¬ 
serted  above.  Corporations  earn  5  cents  a 
year  these  days  for  every  dollar  you  invest: 
The  S&P  500  index  is  trading  near  1,950,  and 
the  composite  2015  earnings  for  the  compa¬ 
nies  in  it  will  be  $98  or  so. 

Note  that  we  are  ignoring  dividends, 
which  are  becoming  outmoded  as  corporate 
treasurers  shift  to  share  repurchasing  as 
the  means  to  distribute  profits.  Also,  there’s 
no  haircut  for  inflation,  because  prices  and 
wages  and  therefore  profits  tend  to  keep  up 
with  inflation. 

A  prolonged  depression  that  kills  corpo¬ 
rate  profitability  would  hurt  your  income.  A 
Wall  Street  panic  attack,  of  the  sort  experi¬ 
enced  in  late  summer,  does  not. 

You  can  get  a  yield  of  a  bit  more  than  3% 
off  a  moderately  risky  bond  portfolio.  Here, 
an  inflation  adjustment  is  mandatory:  -1.5%. 
That  leaves  you  with  a  1.5%  sustainable  yield 
from  fixed  income. 

Add  60%  times  5%  to  40%  times  1.5%. 

That  gives  you  3.6%. 

Here’s  a  recommended  portfolio  for  a 
retiree’s  $1  million  IRA.  Put  $400,000  in  a 
diversified  U.S.  stock  market  fund,  such  as 

VANGUARD  TOTAL  STOCK  MARKET  (VTI,  101)  Or  SCHWAB 
U.S.  BROAD  MARKET  (SCHB,  48).  Put  $200,000  in 
an  international  fund  such  as  vanguard  total 

INTERNATIONAL  STOCK  (VXUS,  46)  Or  SCHWAB  INTERNA¬ 
TIONAL  EQUITY  (SCHF,  28). 

Get  diversified  bonds  with  $150,000  of 

ISHARES  CORE  U.S.  AGGREGATE  BOND  (AGG,  109),  COr- 

porates  with  $150,000  of  ishares  iboxx  $  invest¬ 
ment  grade  corporate  (LQD,  116)  and  long-term 
bonds  with  $100,000  of  vanguard  long-term 

BOND  (BLV,  89). 

To  reach  $36,000  of  income,  you’ll  have 
to  sell  a  bit  more  than  $10,000  of  shares 
a  year.  If  you  have  an  opinion  on  the  mat¬ 
ter,  sell  from  the  category  that  seems  most 
overdue  for  a  correction.  That  would  be  the 
extent  of  your  reaction  to  Wall  Street’s  price 
movements.  © 
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Santa  Cruz 

BOLIVIA'S  BOOMING  BUSINESS  CAPITAL 


Bolivia’s  biggest  city,  Santa  Cruz  de  la  Sierra,  is  the  14th-fastest-growing  metropolis  in  the  world,  and  home  to  more 
than  2  million  people  in  a  country  with  a  population  of  11  million.  Commonly  known  as  Santa  Cruz,  the  city  has 
become  the  nation’s  economic  powerhouse  and  is  one  of  South  America’s  most  successful  and  sustainable  boom 
towns,  fueled  by  profits  from  its  fields,  oil  and  gas  deposits,  and  construction  industry. 


Bordering  Brazil  and  Paraguay,  the  city 
lies  in  the  Andean  foothills  in  Bolivia's 
most  eastern  department.  Settled  by  the 
Spanish  at  the  end  of  the  1500s,  Santa 
Cruz  served  as  a  colonial  hub  for  Jesuit 
missionaries  heading  for  the  Moxos  and 
Chiquitania  regions,  now  recognized  as 
UNESCO  heritage  sites.  It  experienced 
relative  isolation  for  centuries  thereafter, 
since  its  position  was  far  removed  from 
the  western  highlands  and  La  Paz,  the 
seat  of  government.  Santa  Cruz's  fortunes 
began  to  change  in  1952  after  the  revo¬ 
lution  brought  an  end  to  feudal  rule  and 
ushered  in  democratic  reforms.  Central 
government  spending  and  overseas  aid 
flowed  east  toward  the  lowlands,  boost¬ 
ing  commercial  agro-industry  and  hydro¬ 
carbon  exploration  as  Bolivia  sought  to 
reduce  reliance  on  the  tin  mining  that  his¬ 
torically  dominated  its  economy.  The  city 
developed  a  modernist  master  plan  in  the 
1960s  around  the  colonial  center,  paving 
the  way  for  rapid  development. 

The  city  has  grown  exponentially  since  the 
1970s  and  particularly  post-1985,  bolstered 
by  liberal  reforms,  migration  from  rural  to 
urban  areas  and  population  growth.  Under 
the  leadership  of  Mayor  Percy  Fernandez — 
who  was  reelected  to  the  post  for  the  sixth 
time  in  March  and  will  serve  through  2020 — 
Santa  Cruz  has  rolled  out  more  than  10,000 
public  works  projects  during  his  last  two 
mandates,  including  new  schools,  hospi¬ 
tals,  parks  and  transportation  networks.  The 
city  now  has  350,000  students  enrolled  in  its 
180  schools,  invested  $70  million  in  76  hospi¬ 
tals  and  health  centers,  laid  600  miles  of  new 
roads  and  paved  15,000  streets. 

Recently  elected  president  of  the  city 
council,  Angelica  Sosa  was  previously  sec¬ 
retary  of  parks  and  gardens  and  an  architect 
by  profession.  "Giving  our  citizens  access  to 
open  space  and  greenery  is  a  big  priority  for 
us,"  says  Sosa.  "We  have  planted  more  than 
a  million  trees  in  the  last  decade." 

Bolivia's  business  capital  is  strategically 


“Giving  our  citizens  access 
to  open  space  and  greenery 
is  a  big  priority  for  us.” 

-ANGELICA  SOSA 
CITY  COUNCIL  PRESIDENT 


WHY  SANTA  CRUZ 
DE  LA  SIERRA? 

•  Business  hub  of  Bolivia  and 
the  region 

•  14th-fastest-growing 
metropolis  in  the  world 

•  Strategic  location  between 
the  Atlantic  and  the  Pacific 

•  Favorable  business 
environment 

•  Direct  flights  to  Europe 
and  the  U.S. 

•  Largest  industrial  park  in 
South  America 

•  High-end  hotels  and 
restaurants 

•  Rich  and  diverse  culture 
and  tourism 


located  in  the  center  of  South  America.  It  is 
a  regional  hub  and  home  to  the  country's 
busiest  airport,  Viru  Viru  International  Air¬ 
port,  and  high-quality  hotels,  including  Los 
Tajibos  and  Camino  Real.  Global  hospitality 
brands,  such  as  Radisson  and  Sheraton,  are 
now  entering  the  market.  Santa  Cruz  also 
regularly  hosts  major  events.  Last  year  the 
city  hosted  the  G77+China  summit,  and  this 
July  it  welcomed  Pope  Francis,  who  cel¬ 
ebrated  mass  for  over  1  million  Crucenos  (as 
locals  are  called)  and  attended  the  second 
World  Meeting  of  Social  Movements,  inau¬ 
gurated  by  Bolivian  President  Evo  Morales. 

Today,  the  capital  city  of  the  Santa  Cruz 
Department,  which  accounts  for  a  third  of 
Bolivia's  eastern  territory  and  a  similar  share 


of  the  territory's  GDP,  has  overtaken  La  Paz 
as  a  magnet  for  investment  and  opportu¬ 
nity.  The  1990s  discovery  of  South  America's 
second-largest  natural  gas  deposits  in  the 
eastern  part  of  the  country  led  to  a  new  era  of 
prosperity  for  the  city  of  Santa  Cruz,  attract¬ 
ing  multinational  corporations  and  driving 
huge  real  estate  developments,  such  as  the 
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$500  million,  mixed-use  Urubo  Village  project,  which  will  create  a  new  urban 
neighborhood  across  the  Pirai  River. 

"Bolivia  is  just  discovering  its  real  potential,  based  on  natural  resources, 
which,  per  capita,  could  make  us  the  richest  country  in  the  world,"  says  Luis 
Carlos  Kinn,  one  of  the  partners  in  Urubo  Village,  together  with  Cristobal  Roda 
and  his  Grupo  Industrial  Roda.  "Santa  Cruz  has  hydrocarbons,  gold,  iron  and 
other  minerals,  as  well  as  agriculture  and  forestry.  We  have  political  stability, 
which  enables  economic  stability  and  results  in  investments,"  says  Kinn. 

But  Santa  Cruz  is  not  all  about  business.  "We  have  abundanttourism  oppor¬ 
tunities  such  as  the  Biocentric  Park  of  Guembe  and  Semaipata,"  says  Sosa.  "It 
is  a  city  of  poetry  and  song,"  adds  Fernandez.  Since  the  1990s,  there  has  been 
a  revival  of  18th-century  Jesuit  missionary  music,  with  more  than  3,000  youth 


performing  in  choirs  and  orchestras 
across  Santa  Cruz,  Bolivia  and  the 
world.  Santa  Cruz  is  also  home  to 
the  International  Festival  of  Ameri¬ 
can  Renaissance  and  Baroque  Music. 

Festival  Director  Maria  Sarah  Mans- 
illa  is  the  president  of  Asociacion  Pro 
Arte  y  Cultura  (APAC),  Bolivia's  arts 
and  cultural  association,  and  also 
oversees  the  International  Santa  Cruz 
Book  Fair  and  Theater  Festival. 

"The  progressive  development 
of  Santa  Cruz  is  not  casual,"  Mans- 
illa  says.  "There  is  a  pattern  we  have 
followed — work  and  joy:  the  perfect 
balance.  This  is  a  region  of  opportu¬ 
nity,  the  land  of  dreamers  that  attracts  locals  and  foreigners." 

"Life  is  good  in  Santa  Cruz,"  agrees  local  architect  and  entrepreneur  Juan 
Carlos  Menacho,  who  designed  much  of  the  minimalist-inspired  Urubo  area, 
as  well  as  fashionable  restaurants  including  Jardin  de  Asia  and  Piegari.  Last 
April  style  bible  Monocle  magazine  noted  that  the  city's  people— 40%  of 
whom  are  middle  class  in  a  country  with  historically  high  poverty  rates— have 
access  to  U.S.-style  malls,  private  universities  and  high-end  homes,  while  lux¬ 
ury  cars  are  common  in  the  Equipetrol  neighborhood. 

Section  Project  Managers:  Clementine  Winkler  and  David  Seale 
For  more  information,  contact:  Gabriel  Gutierrez-g.gutierrez@forbes-cm.com 


Ban  Ki  Moon  is  welcomed  to  Santa  Cruz 
de  la  Sierra  for  the  G77+China  summit. 


WITH 
MAYOR 

PERCY 
FERNANDEZ 

In  March  2015,  Percy  Fernandez  won  the  Santa  Cruz 
mayoral  elections  and  once  again  took  the  office  he 
has  held  on  five  previous  occasions.  He  served  for 
three  two-year  terms  (the  limit  at  that  time)  in  1990- 
95,  and  is  currently  serving  his  third  consecutive  five- 
year  term  with  the  Santa  Cruz  Para  Todos  (Santa  Cruz 
for  All)  party.  Educated  at  Argentina's  Cordoba  Uni¬ 
versity  and  a  civil  engineer  by  training,  he  returned 
to  Bolivia  to  work  in  his  profession  before  taking  on 
public  positions  on  the  Committee  for  Public  Works 
and  the  Regional  Development  Corporation.  Over 
the  course  of  his  political  career,  he  has  served  as  the 
president  of  the  Pro  Santa  Cruz  Committee,  as  well 
as  a  senator  and  minister  of  integration.  In  a  recent 
interview.  Mayor  Fernandez  spoke  about  what  makes 
his  city  special,  and  described  his  vision  and  legacy. 

On  what  makes  Santa  Cruz  special 

This  city  was  a  small  village,  away  from  other  urban 
centers,  and  today  it  is  a  great  Latin  American 
metropolis,  interconnected  with  the  region,  the 
country  and  the  world.  Since  the  1950s,  Santa  Cruz 
has  rapidly  grown,  thanks  to  the  oil  royalties,  private 
investment  and  revenue  sharing  generated  from 
the  land  and  its  enterprising  inhabitants.  My  words 
to  describe  our  city  would  be  home,  beautiful, 
loved,  ours.  The  word  "ours"  is  probably  the  most 
significant:  It  is  the  feeling  of  mutual  ownership  that 
makes  it  so  special.  Santa  Cruz  went  for  many  years 
without  an  owner.  There  wasn't  a  representative 
government;  it  was  always  sovereign  unto  itself.  We 
fought  the  national  government  for  a  bigger  piece  of 
the  pie.  This  helped  us  get  real  representatives  with 
constitutional  power,  chosen  by  the  people. 

On  his  vision  for  Santa  Cruz 

Our  mission  has  always  been  to  provide  equal  access 
to  opportunities  for  everyone.  We  pride  ourselves  on 
providing  the  necessary  public  infrastructure  to  all — 
including  the  poorest — from  parks  and  gardens  to 
private  spaces,  schools,  hospitals  and  private  clinics. 
We  have  installed  paved  roads,  public  lighting  and 
drainage  canals.  We  have  achieved  a  lot  in  this  short 
growth  spurt  of  the  city,  but  still  have  a  lot  to  do. 

This  great  city  is  still  under  construction.  Progress  is 
always  feasible,  and  with  my  background  as  a  builder, 
if  I  see  that  we  need  to  build  more  hospitals,  we 
build  more  hospitals.  We  get  the  job  done. 

Come  to  Santa  Cruz  and  experience  the  Cruceho 
hospitality  and  the  buzz  of  a  city  under  construction. 
It  has  always  been  Bolivia's  "El  Dorado,"  whether 
people  are  looking  for  education,  business  oppor¬ 
tunities  or  good  living  conditions.  It  is  a  city  for 
everybody  and  everyone. 
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WITH 

GOVERNOR 

RUBEN 

COSTAS 


Governor  Ruben  Costas  swept  to  victory  in  March's 
local  government  elections  to  win  a  third  term  as  the 
governor  of  the  Autonomous  Department  of  Santa 
Cruz.  Governor  Costas  began  his  professional  career 
as  an  agricultural  engineer,  rising  to  lead  the  Bolivian 
Cattlemen's  Federation,  Milk  Producers'  Association 
and  Agricultural  Business  Chamber  of  the  East  (CAO), 
before  becoming  the  head  of  the  Pro  Santa  Cruz  Com¬ 
mittee.  He  has  been  instrumental  in  creating  a  modern 
autonomous  Santa  Cruz,  and  was  commended  by  the 
World  Bank  for  the  department's  development.  He 
recently  discussed  his  department's  advantages,  pros¬ 
pects  and  resources. 

On  the  Department  of  Santa  Cruz  as  a 
bridge  for  investment  into  Bolivia 

Santa  Cruz  is  among  the  50  cities  with  the  greatest 
potential  for  investment  in  Latin  America.  It  had  800 
buildings  under  construction  a  year  ago,  and  80,000 
people  migrate  here  every  year.  These  are  strong 
indicators  of  prosperity,  and  Santa  Cruz  is  a  center  of 
attraction.  Our  entrepreneurial  model  is  very  success¬ 
ful,  and  it  has  a  social  aspect.  This  is  the  only  Bolivian 
department  with  close  to  100%  drinking  water  cover¬ 
age.  When  we  arrived  in  office,  this  figure  was  only  45%. 
We  have  built  6,000  miles  of  power  lines  and  doubled 
the  road  network.  Santa  Cruz  has  the  best  HDI  (human 
development  indicator)  in  the  country.  These  are  just 
some  examples  of  our  balance  between  the  productive, 
economic  and  social  aspects  of  our  growth. 

On  the  potential  for  future  growth  in 
economic  sectors 

Projections  for  the  agricultural  and  livestock  sector 
show  this  region  as  the  most  prominent.  To  move 
forward,  we  need  to  innovate,  use  technology  and 
double  productivity.  We  are  going  to  work  to  advance 
agricultural  frontiers,  but  always  with  respect  for 
nature.  Hydrocarbon  production  has  historically  been 
based  here,  and,  as  the  government  begins  to  explore, 
new  discoveries  will  take  place.  In  mining,  Santa  Cruz 
has  extraordinary  potential,  with  numerous  previously 
unexplored  reserves  such  as  gold,  uranium  and  the 
enormous  El  Muton  iron  ore  deposit. 

On  managing  resources  sustainably 

Water  supply  is  one  of  the  world's  main  challenges. 

In  this  regard,  Bolivia — and  Santa  Cruz  in  particu¬ 
lar — is  one  of  the  most  important  places  globally,  due 
to  the  Pantanal  and  its  aquifers.  We  have  large  forest 
reserves,  with  5  million  acres  of  protected  rainforest. 
Our  Amboro  National  Park  has  more  avian  biodiver¬ 
sity  than  Costa  Rica.  This  administration  is  focused  on 
the  preservation  of  forest  reserves  and  natural  parks. 
In  order  to  go  forward,  we  need  to  innovate  and  use 
the  right  technology  and  machinery,  doubling  our 
productivity,  and  comply  with  all  applicable  norms, 
such  as  windbreaks  and  natural  drainage. 


AUTONOMOUS  DEPARTMENT  OF  SANTA  CRUZ 

Agribusiness  Powerhouse 

The  Autonomous  Department  of  Santa  Cruz  is  the  biggest  of  Bolivia's 
nine  administrative  divisions  and  the  nation's  breadbasket.  It  grows  57% 
of  Bolivia's  wheat  and  70%  of  all  agricultural  output — including  crops 
such  as  cotton,  soybeans  and  sugarcane.  The  national  government  now 
aims  to  add  2.5  million  acres  of  cultivable  land  to  the  department's  total 
every  year  through  2020.  Rich  deposits  of  gas,  oil,  metals  and  minerals  lie 
beneath  Santa  Cruz's  fertile  soils,  including  proven  natural  gas  reserves  of 
25  trillion  cubic  feet,  465  million  barrels  of  oil,  and  untapped  veins  of  gold 
and  uranium.  The  potential  for  new  finds  has  attracted  an  influx  of  invest¬ 
ment,  including  domestic  hydrocarbons  giant  Yacimientos  Petroliferos 
Fiscales  Bolivianos  (YPFB).  Multinationals  such  as  Total  British  Gas  and 
Repsol — whose  recent  discovery  of  new  gas  reserves  led  to  a  $218  mil¬ 
lion  investment  through  2018 — will  further  secure  Bolivia's  gas  exports  to 
Argentina  and  Brazil. 

Local  entrepreneurs  and  international  investors  have  helped  leverage 
the  department's  resource  wealth  into  region-leading  economic  expan¬ 
sion  during  the  last  quarter-century.  Throughout  the  1990s,  Santa  Cruz's 
economy  grew  by  an  annual  average  of  5.5%,  outstripping  the  growth  rate 
of  the  rest  of  Bolivia  and  its  South  American  peers.  Throughout  the  next 
decade,  despite  commodity  price  fluctuations,  the  department  posted 
3.4%  growth,  rising  to  7%  from  2011-13  and  accounting  for  28%  of  Bolivia's 
GDP.  "Santa  Cruz  is  always  1  %-1 .5%  ahead  of  Bolivia's  average,"  says  busi¬ 
nessman  Carlos  Paz. 

"Santa  Cruz  and  Bolivia  are  full  of  opportunities,"  says  Fernando  Tuma, 
the  president  of  Grupo  Tuma,  a  diversified  business  group  active  in  agribusi¬ 
ness  and  construction.  "We  are  building  a  country  that  needs  hydroelectric 
plants,  roads,  ports  and  a  considerable  amount  of  infrastructure." 

Tuma  knows  how  to  make  the  most  of  these  opportunities,  having  set 
up  successful  partnerships  with  overseas  investors  such  as  Brazil's  cement 
giant  Votorantim,  and  he  is  bullish  about  the  region's  prospects.  "Bolivia 
has  oil,  gas  and  minerals,"  he  says,  "but  these  are  finite.  The  reforestation 
industry  and  renewable  energy  are  infinite.  My  message  to  investors  is: 
Come  to  Bolivia!" 

According  to  Oswaldo  Barriga,  the  general  manager  of  CADEX,  Santa 
Cruz's  Chamber  of  Exporters,  the  department's  total  exports  are  already 
worth  more  than  $3.5  billion  a  year.  "We  have  350  affiliated  companies," 
he  says,  "and  we  promote  markets,  handle  government  lobbying  and  look 
for  ways  to  make  companies  more  competitive  so  they  can  develop  in  the 
long  term."  Santa  Cruz  has  long  had  a  strong,  independent  spirit,  which 
developed  in  response  to  its  isolation  from  the  traditional  center  of  power 
in  La  Paz. 

More  recently,  under  Governor  Ruben  Costas,  who  was  first  elected  to 
the  post  in  2006  and  won  his  third  mandate  with  60%  of  the  popular  vote  in 
March  2015,  the  departmental  government  is  open  to  greater  dialogue  about 
cooperating  on  regional  development  initiatives  with  the  central  administra¬ 
tion  of  President  Morales.  With  Santa  Cruz  contributing  50%  of  the  national 
government's  tax  revenues,  one  of  Governor  Costas's  main  goals  is  to  see 
Santa  Cruz  gain  a  much  larger  share  of  the  total  national  budget  allocation. 

Key  infrastructure  projects  in  the  department  include  the  50-MW  Rosita 
hydropower  station  and  dam  on  the  Rio  Grande.  Once  completed,  it  will 
increase  Bolivia's  generation  capacity  by  nearly  30%  to  1 .8  GW  and  irrigate 
almost  a  million  acres  of  drought-prone  land  in  Santa  Cruz.  The  Interna¬ 
tional  Development  Bank  and  European  Union  funded  the  $600  million 
Central  Bi-Oceanic  Rail  Corridor,  which  will  connect  South  America's  Atlan¬ 
tic  and  Pacific  coasts  via  Santa  Cruz  and  also  transport  the  department's 
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food  products  to  market  more  rapidly 
and  cost-effectively.  The  Atlantic  access 
project  offers  another  potential  way  to 
transport  landlocked  Bolivia's  goods  to 
overseas  markets,  which  would  allow 
ships  to  sail  from  Puerto  Busch  on  the 
Paraguay  River  to  the  ocean  via  a  canal 
through  Brazil  and  Argentina.  "Our 
natural  exit  for  all  agribusiness  and 
industrial  exports  from  eastern  Bolivia 
is  the  Atlantic,"  Fernando  Tuma  says. 


FEXPOCRUZ 

CELEBRATING  40  YEARS  OF  SUCCESS 

In  1962,  partners  CAINCO  and  CAO 
set  up  Fexpocruz,  Santa  Cruz's  trade 
fair  and  exhibition  center.  Today  it  is 
Bolivia's  leading  venue  for  business. 

Every  September,  the  center  plays 
host  to  the  Expocruz  exhibit  for 
ten  days,  attracting  almost  half  a 
million  visitors  from  all  over  the 
world.  Thanks  to  an  expanding  U.S. 

»  exhibitor  presence,  this  year  the 
8,000-square-foot  U.S.  pavilion  will 
include  approximately  160  exhibitors. 

In  2014,  Expocruz  generated  nearly 
$300  million  worth  of  deals.  This 
year's  40th  exhibit  is  expected  to  be 
the  biggest  and  best  yet. 

"Expocruz  is  the  most  important 
showcase  at  the  local,  national  and 
international  level  to  get  to  know 
the  production  of  our  country,"  says 
Mario  Herrera,  Fexpocruz's  manag¬ 
ing  director. 

"Expocruz  is  the  largest  fair  of  its  kind 
in  Latin  America,"  says  Julio  Roda, 
CAO's  president.  "Local  people  take 
pride  in  it.  The  spirit  of  innovation  is 
what  drives  us  in  Santa  Cruz,  what 
differentiates  us  from  the  rest  of  the 
country.  All  of  Bolivia's  important 
businesses  have  moved  some  of  their 
operations  here.  Ours  is  the  most 
developed  region  in  terms  of  con¬ 
sumers,  workforce  and  the  potential 
market."  Looking  forward,  the  center 
is  focused  on  hosting  more  large 
international  events,  such  as  last 
year's  G77+China. 

www.fexpocruz.com.bo 


THE  PRIVATE  SECTOR 

Santa  Cruz’s 
Unique  Business 
Model 


The  Cruceho  economic  model  is  funda¬ 
mentally  different  from  the  typical  path 
followed  in  the  rest  of  Bolivia.  As  business 
leaders  forged  their  own  path  to  generate 
wealth  and  drive  the  Santa  Cruz  Depart¬ 
ment's  development,  many  of  them  joined 
together  to  diversify  and  grow,  finding 
strength  and  mutual  benefit  in  unity.  For 
the  last  century,  the  Chamber  of  Indus¬ 
try,  Commerce,  Services  and  Tourism  of 
Santa  Cruz  (CAINCO)  has  helped  local 
businesses  combine  their  experiences  for 
the  common  good.  As  the  representative 
body  for  more  than  2,000  Cruceno  com¬ 
panies,  CAINCO  has  played  a  vital  role  in 
giving  the  Santa  Cruz  Department  a  single 
voice  by  communicating  on  its  behalf  with 
La  Paz  and  globally.  CAINCO  now  oper¬ 
ates  internationally,  working  with  European 
organizations  to  raise  funding  for  Bolivian 
businesses. 

"CAINCO's  advantage  is  the  fact  it  com¬ 
prises  all  productive  sectors,"  says  Jorge 
Arias,  CAINCO's  president.  "We  represent 
industry,  commerce,  services  and  the  finan¬ 
cial  sector.  This  allows  us  to  have  a  broader 
perspective  of  problems  and  identify  the 
region's  and  the  country's  development 
opportunities." 

"Our  society  had  to  search  for  solutions 
itself,"  says  Cristobal  Roda,  one  of  Santa 
Cruz's  most  respected  businessmen.  "We 
had  to  associate  to  solve  basic  problems 
and  we  joined  forces  out  of  necessity.  The 
population  of  Santa  Cruz  is  very  culturally 
mixed,  very  different  ethnically  from  the 
other  side  of  Bolivia.  We  are  associative, 
straightforward,  open  and  communica¬ 
tive.  It  is  easy  for  us  to  reach  agreement." 
Roda  himself  offers  an  example  of  those 
qualities.  He  owns  a  market-leading  sus¬ 
tainable  forestry  and  furniture  business 
through  Grupo  Industrial  Roda;  holds  a 
majority  stake,  along  with  15  other  agri¬ 
entrepreneurs,  in  the  $160  million  Aguai 
sugarcane,  ethanol  and  power  plant;  and 
recently  signed  a  deal  with  real  estate 
developer  Luis  Carlos  Kinn  to  build  a  new 
bridge  over  the  Pirai  River  and  develop  the 
high-end  Urubo  Village  project. 

The  500-acre  Urubo  Village  project  is 


strategically  located,  with  beautiful  views 
of  the  Pi ra f  River  and  Santa  Cruz,  and  will 
include  a  business  area,  equestrian  cen¬ 
ter,  country  club,  college,  shopping  center 
and  five-star  hotel.  According  to  Kinn,  an 
international  judging  panel  held  a  national 
tender  for  the  urban  design.  "The  bridge 
over  the  river  will  be  an  icon.  Each  piece 
of  land  will  have  a  lagoon  and  a  little  port. 
We  have  interested  buyers  from  Argentina, 
Brazil  and  Japan." 

Another  Cruceno  businessman  who 
understands  the  importance  of  diversifica¬ 
tion  in  order  to  prosper  is  Carlos  Paz,  the 
owner  of  Automotive  Grupo  Nibol.  Paz 
launched  his  business  empire  with  a  bank 
loan,  enabling  him  to  buy  Parker  pens  and 
Ray-Ban  sunglasses  in  Miami,  Florida,  to  sell 
back  home.  But  when  the  market  quickly 
became  saturated,  he  exchanged  them  for 
a  Jeep  Willy,  triggering  his  interest  in  the 
automotive  business.  "I  began  my  business 
trajectory  in  the  early  '80s,  first  forming  the 
Nissan  Vehicle  Division,  then  the  Truck  Divi¬ 
sion  with  Volvo,  Mack  and  UD  Trucks,  and 
later  consolidating  the  Machinery  Division 
with  John  Deere  Construction  &  Forestry," 
says  Paz. 

In  2012,  Grupo  Nibol  doubled  its  income 
over  the  previous  year,  and  in  2014  it  reg¬ 
istered  a  business  volume  of  $180  million, 
which  was  fueled  by  the  economic  peak 
in  Santa  Cruz.  Paz  expects  this  number 
to  continue  growing.  "Santa  Cruz  never 
stops,"  he  says.  "It  is  the  productive  engine 
for  Bolivia;  we  are  very  entrepreneurial. 

"There  are  plenty  of  opportunities  for 
investment  in  Bolivia,"  Paz  adds.  "For¬ 
eign  investment  has  great  potential  in  our 
country,  be  it  in  the  agriculture,  real  estate, 
mining  or  energy  sectors,  and  even  more 
so  now  that  we  see  the  government  sup¬ 
porting  the  private  sector." 

Paz  notes  that  he  has  always  had  two 
passions:  vehicles  and  restaurants.  "We 
have  consolidated  the  vehicle  business, 
and  have  now  begun  to  dream  about 
the  restaurant  business.  We  expect  to 
announce  our  entry  into  the  fast-food  busi¬ 
ness  in  Bolivia  shortly." 
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STOCKS  STILL  ON  SALE 


AFTER  A  HUGE  market  rebound  I 
always  hear  some  people  lament  that 
they’ve  missed  out.  After  the  S&P  500 
quickly  regained  all  of  the  100-plus 
points  it  dropped  in  late  August,  a 
friend  of  mine  complained  that  he 
should  have  bought  Apple  (AAPL) 
when  it  dipped  intraday  to  $92.  Of 
course,  he  vowed  to  pull  the  trigger 
the  next  time  the  stock  fell  this  much. 

One  problem  with  this  view  is  that 
it  assumes  the  market’s  snapback 
has  taken  away  buying  opportunities  created  by  the  selloff  that 
preceded  it.  Clearly  Apple’s  stock  at  $110  is  not  the  bargain  it  was 
at  $92.  But  this  feeling  of  having  lost  out  can  cloud  the  judgment 
of  many  investors  and  prevent  them  from  taking  advantage  of  the 
buying  opportunity  that  may  still  exist  for  this  stock  and  plenty  of 
others. 

Buying  too  early  imparts  a  similar  feeling.  As  someone  who 
specializes  in  growth  and  value  stocks  that  have  dropped  substan¬ 
tially  on  concerns  that  I  believe  are  overblown,  I’ve  experienced  my 
share  of  buying  stocks  that  continue  to  slide.  When  valuations  take 
a  backseat  during  a  severe  market  downturn,  this  can  lead  to  catch¬ 
ing  a  lot  of  falling  knives.  My  hands  are  still  a  bloody  mess  from  the 


EVEN  BEFORE  AUGUST  S  SCARY 
DROP.  MANY  STOCKS  WERE  IN  BEAR 
MARKET  TERRITORY 


market  selloff  that  began  in  late  June. 

There’s  nothing  wrong  with  feeling  upset  because  you  bought  a 
stock  that  can  now  be  had  for  20%  less.  Nor  is  it  unusual  to  hesitate 
to  buy  one  that  was  20%  cheaper  just  a  few  days  ago.  But  as  with 
any  investment,  your  actions  should  be  based  on  where  you  think 
that  investment  is  headed,  not  where  it  has  been.  So  instead  of 
harping  on  missing  out  on  a  20%  gain  in  Apple’s  stock,  you  should 
be  focused  on  whether  there’s  enough  value  remaining  for  it  to  gain 
another  20%  from  here.  I  think  there  is. 

But  Apple  is  not  the  only  bounce-back  buy  out  there.  About  two- 
thirds  of  the  stocks  in  the  S&P  500  were  in  correction  territory,  and 
roughly  half  of  those  had  entered  full-blown  bear  market  status 


TAESIK  YOON  IS  A  CFA  CHARTERHOLDER  AND  THE  EDITOR  OF  PREMIUM  SUBSCRIPTION  SERVICES 

FORBES  SPECIAL  SITUATION  SURVEY  AND  FORBES  INVESTOR. 


(with  losses  of  20%  or  more)  even  before 
the  market  decided  to  play  its  scary  game  of 
Chutes  and  Ladders.  This  means  plenty  of 
stocks  remain  on  sale. 

I’ve  highlighted  three  stocks  that,  like 
Apple,  have  rebounded  from  their  August 
bottoms  yet  are  still  down  substantially 
from  their  highs. 

First  is  mckesson  (mck,  195),  the  largest  do¬ 
mestic  distributor  of  pharmaceuticals.  De¬ 
spite  years  of  remarkably  strong  and  stable 
earnings  growth,  the  stock  recently  suf¬ 
fered  its  biggest  three-month  decline  since 
the  market  crash  in  2008.  As  a  result,  it  now 
trades  at  a  discount  to  the  S&P  500  after 
commanding  a  sizable  premium  for  the  past 
several  years.  Buy  it. 

Houston’s  stage  stores  (SSI,  11)  is  a  re¬ 
gional  department  store  operator  that  has 
lost  more  than  half  its  value  since  the  end 
of  March.  Blame  the  negative  impact  of 
the  strengthening  U.S.  dollar  and  reduced 
demand  from  markets  hit  hard  by  the  de¬ 
cline  in  oil-production  activity.  Less  well 
known  are  its  initiatives  to  improve  store 
productivity  (including  store  closings)  and 
its  excellent  capitalization,  which  puts  the 
company  in  a  great  position  to  deal  with 
these  temporary  market  challenges.  A  divi¬ 
dend  yield  of  more  than  5%  makes  owning 
this  small-cap  stalwart  a  no-brainer. 

Finally,  there’s  prepaid  gift/debit  card 
distributor  and  processor  blackhawk  net¬ 
work  holdings  (HAWK,  40).  The  stock  has  fallen 
nearly  15%  from  its  high  at  the  end  of  July. 
Blackhawk  may  be  down,  but  it’s  anything 
but  out.  Factor  in  the  company’s  strong 
growth  prospects  and  you  soon  realize 
that  it’s  much  cheaper  than  the  18  times 
this  year’s  earnings  it  sports.  In  fact,  given 
Blackhawk’s  consistent  track  record  of 
beating  expectations,  there’s  a  good  chance 
that  earnings  growth  will  exceed  the  al¬ 
ready  strong  28%  analysts  are  projecting  for 
2015.  Q 
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MY  MOM  DIDN'T  HAVE  MANY  OPTIONS. 
TODAY'S  LUNG  CANCER  PATIENTS  DO. 


Twenty  years  ago,  my  mother 
was  diagnosed  with  lung 
cancer.  She  had  very  few 
places  to  turn,  and  lost  a 
difficult  struggle. 


And  yet,  more  than  30%  of  all 
lung  cancer  patients  still  don't 
know  about  the  therapies, 
specialists,  and  clinical  trials 
available  to  them. 


Lung  cancer  is  a  formidable 
foe,  but  we  are  finding  new 
ways  to  fight  it.  Please  visit 
SU2C.org/LungCancer  for 

questions  to  ask  your  health 
care  professional  and  to 
learn  about  options  that 
may  be  right  for  you. 


Today,  we  are  on  the  brink 
of  real  breakthroughs  in  lung 
cancer  research  and  there 
are  significantly  improved 
treatment  options. 


Tony  Goldwyn 

Stand  Up  To  Cancer 
Ambassador 


I  STAND 
UP 

CANCER 

SU2C.org/LungCancer 


Bristol-Myers  Squibb 


Stand  Up  To  Cancer  is  a  program  of  the  Entertainment  Industry  Foundation  (EIF),  a  501  (c)(3)  charitable  organization. 


- 


Getting  better  just 
got  a  whole  lot  better 


Mainstreet,  led  by  visionary  CEO,  Zeke  Turner,  is  transforming  the  way  health  care  is 
delivered  to  Americans.  By  creating  properties  that  are  purpose-built  to  get  guests  well 
and  get  them  back  to  work,  Mainstreet  has  become  the  new  benchmark  in  the  medical 
community.  Learn  more  at  maininvest.com. 


maininvest.com  //  an  Inc.  500  Company 
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Didi  Kuaidi  arranges  six  times  as 
many  rides  in  China  as  Uber.  The 
startup  is  one  of  several  in 
East  Asia,  Southeast  Asia  and 
India  making  sure  the  American 
car-hailing  dynamo  remains  only 
a  minor  nuisance. 
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AS  THE  BIOTECH  MARKET  BOILS  OVER,  PRODIGY 
VIVEK  RAMASWAMY  IS  ENGINEERING  A  FLURRY  OF 
DEALS  THAT  RESCUE  DRUGS  FORGOTTEN  BY  THE  BIG 
FIRMS.  IT  MIGHT  MAKE  HIM  A  BILLIONAIRE  AT  30 


BY  MATTHEW  HERPER  AND  NATHAN  VARDI 
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n  June  Vivek 
Ramaswamy,  a 
29-year-old  for¬ 
mer  hedge  fund 
partner,  canceled 
his  honeymoon 
plans  to  hike  in 
the  French  and 
Swiss  Alps.  He  in¬ 
stead  brought  his 
new  bride  to  stand 
beside  him  as  he 
rang  the  bell  of  the  New  York  Stock 
Exchange  to  launch  the  biggest  ini¬ 
tial  public  offering  in  the  history  of 
the  American  biotechnology  indus¬ 
try.  What  could  be  more  romantic 
than  a  few  hundred  million  in  paper 
gains  in  a  single  day? 

Ramaswamy’s  Bermuda-based 
company,  Axovant  Sciences,  had 
been  formed  only  eight  months  ear¬ 
lier,  but  here  it  was  raising  $360  mil¬ 
lion  to  develop  an  Alzheimer’s  drug 
that  had  been  all  but  abandoned  by 
giant  pharma  GlaxoSmithKline.  On 
the  first  day  of  trading  the  stock  al¬ 
most  doubled,  giving  Axovant  a  mar¬ 
ket  capitalization  of  nearly  $3  billion. 
Considering  that  Ramaswamy  had 
persuaded  Glaxo  to  part  with  the  un¬ 
proven  remedy  for  a  mere  $5  million 
up  front,  the  newlyweds  were  ecstat¬ 
ic,  as  was  a  veritable  wedding  party 
of  hedge  fund  pals  who  had  followed 
Ramaswamy  into  the  stock. 

Yet  as  quickly  as  it  started,  the 
honeymoon  was  over.  Why  would 
Glaxo  sell  off  a  promising  drug  for  so 
little?  critics  asked.  And  how  could 
a  company  with  ten  employees,  two 
of  whom  were  Ramaswamy’s  moth¬ 
er  and  brother,  be  worth  so  much? 
Experts,  analysts  and  the  collective 
blogosphere  quickly  piled  on,  and 
Axovant’s  shares  went  into  free  fall. 
By  early  September  they  were  trad¬ 
ing  12%  below  the  IPO  price. 

The  naysayers  have  positioned  the 
young,  handsome  and  charming  Ra¬ 
maswamy  as  the  poster  boy  for  a  bio¬ 
tech  bubble.  That’s  not  hard  to  do 
when  the  iShares  Nasdaq  Biotech¬ 


nology  Index  has  surged  300%  in  five 
years,  compared  with  a  100%  gain  for 
the  broader  Nasdaq  index  and  70% 
for  the  S&P  500.  Scary  numbers,  de¬ 
spite  a  plethora  of  real  breakthroughs, 
including  cancer  drugs  that  shrink  tu¬ 
mors,  cures  for  hepatitis  C  and  treat¬ 
ments  that  replace  defective  genes. 
And  they’d  be  positively  terrifying  if 
the  government  stops  approving  or 
paying  high  prices  for  so  many  drugs. 

But  this  creeping  fear  ignores  the 
full  scope  of  what  Ramaswamy  is  up 
to:  rescuing  the  pharmaceutical  indus¬ 
try’s  forgotten  drugs.  Whether  or  not 
the  Axovant  drug  works,  the  IPO,  ac¬ 
cording  to  Ramaswamy,  is  just  “a  first 
step  on  a  broader  mission”  to  liber¬ 
ate  abandoned  or  deprioritized  drugs 
that  routinely  languish  in  the  pipelines 
of  pharma  companies,  never  reaching 

“SO  MANY  DRUGS 
THAT  WOULD  HAVE 

TO  SOCiETY  ARE 
CAST  ASI DE.” 

patients  or  enriching  investors.  “It’s 
an  ethical  problem  of  an  underappre¬ 
ciated  magnitude,”  says  Ramaswamy. 
“So  many  drugs  that  would  have  been 
of  use  to  society  are  cast  aside.  Certain 
drugs  have  gone  by  the  wayside  for 
reasons  that  have  nothing  to  do  with 
their  underlying  merits.” 

Leaning  on  his  Wall  Street  back¬ 
ground  and  armed  with  a  $400  million 
war  chest,  Ramaswamy  is  building  a 
portfolio  not  of  stocks  but  of  has-been 
drugs  that  he  grabs  for  “pennies  on  the 
dollar,”  free-riding  on  the  billions  in  re¬ 
search  that  pharma  sometimes  sinks 
into  failed  trials.  Using  a  pharmaceu¬ 
tical  holding  company  he  formed  last 
year,  Roivant  Sciences,  Ramaswamy 


hopes  to  spin  out  dozens  of  compa¬ 
nies,  much  as  he  did  with  Axovant. 
“This  will  be  the  highest  return  on  in¬ 
vestment  endeavor  ever  taken  up  in  the 
pharmaceutical  industry,”  he  boasts.  “It 
will  be  a  pipeline  every  bit  as  deep  and 
diverse  as  the  most  promising  pharma 
company  in  the  world  but  with  a  capi¬ 
tal  efficiency  that  is  unprecedented.” 

There’s  precedent.  Lipitor,  the 
bestselling  drug  ever,  was  almost 
abandoned,  and  Imbruvica,  the  drug 
behind  AbbVie’s  $21  billion  purchase 
of  Pharmacyclics  in  May,  was  bought 
in  2006  as  part  of  a  $7  million  deal. 

At  least  a  dozen  successful  compa¬ 
nies  have  been  built  around  the  pur¬ 
chase  of  a  forgotten  drug. 

And  Ramaswamy  has  quickly  estab¬ 
lished  a  track  record:  Roivant  Sciences’ 
76%  stake  in  Axovant  and  its  Alzheim¬ 
er’s  pill,  code-named  RVT-101,  has  pro¬ 
duced  a  20,000%  paper  return  on  its 
initial  $5  million  investment.  Before 
that  Ramaswamy  turned  an  $8  mil¬ 
lion  purchase  of  several  drugs  to  treat 
the  liver  virus  hepatitis  B  into  a  $110 
million  stake  in  Arbutus  BioPharma,  a 
1,275%  paper  return.  In  May  Roivant 
scooped  up  a  drug  for  psychosis  for  $4 
million  from  Arena  Pharmaceuticals. 

It  also  recently  partnered  with  a  Duke 
University  group  with  a  track  record 
for  inventing  rare- disease  drugs. 

A  whirlwind  of  such  deals  has 
made  Ramaswamy,  a  member  of  the 
FORBES  30  Under  30  list,  biophar¬ 
ma’s  youngest  chief  executive.  He 
may  soon  be  its  youngest  billionaire. 
FORBES  estimates  that  Roivant  is 
worth  $3.5  billion,  making  its  Millen¬ 
nial  founder’s  20%  or  so  stake  worth 
some  $700  million.  Ramaswamy, 
who  just  turned  30,  has  bigger  aspi¬ 
rations.  Roivant,  he  says,  will  become 
the  “Berkshire  Hathaway  of  drug 
development.” 

VIVEK  RAMASWAMY  is  any  parent’s 
dream.  He  is  the  eldest  son  in  a  fam¬ 
ily  of  South  Indian  immigrants.  His 
father  was  a  company  man  at  Gen¬ 
eral  Electric,  and  his  mother  worked 
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Sport.  I  love  it.  Every  match,  every  last  minute  screamer,  every 
stumble  for  the  finishing  line.  So  I  don’t  just  want  to  watch  it, 
I  want  to  feel  it.  I  want  colours  so  brilliant  that  I'll  feel  like  I’m  in  the 
stadium.  Introducing  the  next  generation  SUHD  TV  from  Samsung. 
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NEW  STUDIES  CONFIRM  ROLE  OF 
DIET  IN  HEALTHY  AGING 


WRITTEN  BY  NANCY  BRANKA 

From  searching  for  the  fountain 
of  youth  to  the  elixir  of  life, 
the  quest  to  slow  the  clock  on 
aging  is  as  old  as  time  itself. 
And  while  the  average  life 
expectancy  continues  to  rise  across  the 
globe,  the  fact  that  many  are  living  longer 
does  not  necessarily  mean  they  are  liv¬ 
ing  better.  Today,  researchers  are  work¬ 
ing  to  understand  the  biology  of  aging, 
emphasizing  health  span  versus  life  span. 
Their  goal  is  prolonging  healthy  life  ver¬ 
sus  simply  prolonging  life.  Now  scientists 
are  backing  hope  with  data:  New  studies 
show  diet  and  nutrition  may  indeed  pro¬ 
mote  healthy  aging  and  reduce  risk  of  age- 
related  disease. 

Prevention  and  Public  Health 

While  every  individual  hopes  to  enjoy 
the  golden  years  in  wellness,  healthy  aging 
isn’t  just  personal;  it  has  enormous  public 
health  importance.  In  the  U.S.  we  see  the 
huge  generational  swell  of  Baby  Boomers 
entering  their  senior  years,  but  population 
aging  is  a  global  phenomenon.  According 
to  a  report  from  the  United  Nations,  more 
than  20%  of  the  world  population  will  be 
over  the  age  of  60  by  2050.  However,  the 
realization  of  longer  lives  seems  to  come 
at  a  price.  Even  though  people  are  living 
longer  around  the  globe,  the  prevalence  of 
certain  diseases — including  heart  disease, 
diabetes  and  dementia — is  increasing.  This 
discrepancy  has  led  scientists  and  medical 
professionals  to  seek  an  understanding  of 
how  to  maintain  health  throughout  the 
aging  process. 

Dr.  JoAnn  Manson,  MD,  chief  of  the 
Division  of  Preventive  Medicine  at  Harvard- 
affiliated  Brigham  and  Women’s  Hospital, 
points  out  that  healthy  aging  is  not  just  about 
preventing  disease.  “Healthy  aging  and 


prevention  are  about  more  than  extending 
life  span  and  preventing  onset  of  chronic 
disease,”  she  says.  “They’re  about  improv¬ 
ing  physical  function,  cognitive  status  and 
quality  of  life,  as  well  as  reducing  risk  of 
chronic  disease.” 

All  of  this  impacts  not  just  the  individual, 
but  societies  and  economies  as  well.  Accord¬ 
ing  to  Manson,  “From  a  public  health 
standpoint,  nutrition,  physical  activity  and 
lifestyle  factors  are  tremendously  promising 
and  play  a  powerful  role  in  promoting  pop¬ 
ulation  health — far  more  promising  than 
reducing  the  risk  of  any  single  disease.” 

Today  most  research  funding  goes  to 


treating  diseases  after  they’ve  already 
occurred,  and  relatively  little  funding  is 
allocated  to  health  promotion  or  disease 
prevention.  Manson  acknowledges  that 
disease-related  research  is  also  important, 
but  notes,  “If  you  have  a  long  view  of  health, 
the  real  action  is  in  prevention  and  health 
promotion.” 

Biomarkers  of  Health 

Research  that  provides  evidence-based 
nutritional  guidelines  to  promote  healthy 
aging  promises  a  high  return  on  invest¬ 
ment,  too. 

An  initial  step  to  understanding  healthy 


“From  a  public  health  standpoint, 
nutrition,  physical  activity  and 
lifestyle  factors  are  tremendously 
promising  and  play  a  powerful  role 
in  promoting  population  health.” 

— Dr.  JoAnn  Manson 
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aging  is  to  determine  how  healthy  aging 
can  be  measured  and  if  it  is  possible  to 
detect  whether  or  not  a  person  is  aging  in 
a  healthy  way.  One  approach  to  answer¬ 
ing  these  inquiries  is  the  use  of  biomarkers. 
Biomarkers  are  biological  changes  that  can 
be  measured  as  they  occur,  and  are  used  as 
early-warning  systems  for  disease.  For  exam¬ 
ple,  biomarkers  of  cardiovascular  disease 
include  elevated  cholesterol  levels  and  blood 
pressure.  Current  investigations  examine  if 
there  are  biomarkers  for  health,  as  there  are 
for  disease. 

Newest  Evidence-Based 
Nutrition  Insights 

If  biomarkers  can  be  used  to  predict 
health,  scientists  can  study  effects  of  diet — 
and  specific  foods — on  these  biomarkers  to 
conclude  whether  certain  dietary  changes 
can  improve  the  health  span  or  promote  the 
healthy  aging  of  a  population. 

One  area  of  focus  in  healthy-aging 
research  is  on  bioactives,  compounds 
found  in  fruits  and  vegetables  that  affect 
certain  biological  processes  and  may  pro- 
*mote  healthy  aging.  Foods  rich  in  bioac¬ 
tives  include  cacao,  tea,  grape  wine,  apples 
and  certain  berries.  For  years,  research  has 
suggested  that  the  intake  of  certain  bioac¬ 
tives,  such  as  flavanols,  may  reduce  the  risk 
of  cardiovascular  disease  in  a  population 
with  high  risk.  But,  new  findings  show  that 
ingesting  these  flavanols  may  also  benefit 
healthy  adults. 

Results  of  two  recently  released  stud¬ 
ies,  published  in  the  journals  Age  and  the 
British  Journal  of  Nutrition  (BJN),  show 


“Because  of  collaborating 
effectively,  FLAVIOLA  turned  out 
research  that  one  or  two  individual 
groups  of  researchers  would  not 
have  been  able  to  address.” 

— Professor  Marc  Merx,  M.D. 


that  consuming  cocoa  flavanols  improves 
cardiovascular  function  and  lessens  age- 
related  stiffening  of  arteries  and  burdens 
on  the  heart  in  healthy  adults.  The  stud¬ 
ies  were  part  of  an  EU-based  project  called 
FLAVIOLA. 

Marc  Merx,  M.D.,  professor  of  Cardiol¬ 
ogy  at  the  Klinikum  Region  Hanover  and 
FLAVIOLA’s  project  coordinator,  reports 
that  the  studies’  main  finding  was  cocoa  fla¬ 
vanols’  effect  on  vascular  aging  and  blood 
pressure.  “Blood  pressure  and  increases  in 
blood  pressure  are  important  factors  asso¬ 
ciated  with  age-related  morbidity  and  with 
mortality  from  cardiovascular  disease,”  he 
says.  In  fact,  he  was  personally  surprised 
that  the  findings  showed  flavanols  to  be 
capable  of  lowering  blood  pressure  as  effec¬ 
tively  as  exercise. 

Collaborative  Research 

The  collaborative  research  approach,  uti¬ 
lized  in  the  FLAVIOLA  project,  sets  a  prec¬ 
edent  for  how  large  studies  can  be  conducted 
when  individuals  from  academia,  industry 
and  government  work  together  toward  a 
common  goal.  The  FLAVIOLA  project 
comprised  eight  national  partners  in  Europe 
with  different  expertise  and  perspectives. 
According  to  Merx,  “Because  of  collabo¬ 
rating  effectively,  FLAVIOLA  turned  out 
research  that  one  or  two  individual  groups 
of  researchers  would  not  have  been  able  to 
address.” 

FLAVIOLA  also  built  on  the  work  of 
another  EU-based  collaboration:  Euro¬ 
pean  Perspective  Investigation  into  Can¬ 
cer  and  Nutrition  (EPIC).  EPIC  studies 


diet,  nutritional  status,  lifestyle  and  envi¬ 
ronmental  factors,  and  the  incidence 
of  cancer  and  other  chronic  diseases. 
Merx  notes  that  FLAVIOLA  tapped  into 
EPIC’s  huge  database  of  information  on 
521,000  participants  recruited  across 
10  European  countries  and  followed  for 
almost  15  years. 

Across  the  Atlantic  in  the  U.S.,  Manson 
is  also  involved  with  a  collaborative  research 
project  dubbed  COSMOS  (COcoa  Supple¬ 
ment  and  Multivitamin  Outcomes  Study), 
for  which  FLAVIOLA  helped  pave  the  way. 
This  study  will  include  18,000  men  and 
women  and  evaluate  the  role  of  cocoa  fla¬ 
vanols  in  reducing  the  risk  of  heart  attack, 
stroke  and  death  from  cardiovascular  dis¬ 
ease.  It  will  also  explore  whether  a  daily 
multivitamin  may  lower  the  risk  of  cancer. 

The  Quest  Continues 

The  effect  of  diet  on  healthy  aging  will  only 
grow  in  importance  due  to  the  aging  world 
population  and  the  desire  to  maintain  health 
with  aging.  Unfortunately,  as  Merx  says, 
“Public  interest  is  fed  by  large  amounts  of  not 
very  rigorously  established  data,  and  that’s  a 
problem.”  Results  from  rigorous  studies  and 
collaborative  research  partnerships,  such  as 
FLAVIOLA,  need  to  be  built  upon  to  inform 
public  health  recommendations,  education 
and  even  policy  regarding  nutrition. 

According  to  Manson,  recommend¬ 
ing  feasible  lifestyle  changes  for  healthy 
aging  will  be  the  challenge  ahead  so  that 
these  strategies  are  actually  implemented. 
For  example,  taking  a  supplement  is  easily 
implemented,  as  are  certain  more  appeal¬ 
ing  dietary  patterns  such  as  the  Mediter¬ 
ranean  diet. 

Using  nutrition  to  enhance  healthy  aging 
has  an  enormous  benefit  to  individuals  and 
entire  populations.  These  promising  new 
findings  confirm  that  we  are  what  we  eat — 
and  will  increasingly  guide  us  in  how  to 
move  forward. 

For  more  information,  visit  the 
Mars  Center  for  Cocoa  Health  Science 

www.marscocoascience.com 
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for  Merck  and  Schering-Plough  as  a 
geriatric  psychiatrist.  Ramaswamy 
was  valedictorian  at  his  high  school 
in  Cincinnati,  an  accomplished  pia¬ 
nist  who  played  for  the  Alzheimer’s 
patients  his  mom  treated  and  a  na¬ 
tionally  ranked  junior  tennis  play¬ 
er  whose  serve  could  hit  120mph. 


At  Harvard  he  was  chairman  of  the 
Harvard  Political  Union,  worked  in 
the  lab  of  renowned  stem  cell  sci¬ 
entist  Douglas  Melton  and  took  the 
stage  as  a  libertarian  hip-hop  artist 
named  “Da  Vek.”  He  also  cofounded 
a  company,  StudentBusinesses.com, 
which  connects  startups,  advisors 


and  investors,  and  sold  it  to  the  Ewing 
Marion  Kauffman  Foundation,  which 
promotes  entrepreneurship  and  now 
offers  it  as  a  free  tool  renamed  iStart. 

But  Ramaswamy,  who  graduated 
summa  cum  laude  in  biology,  want¬ 
ed  to  change  the  world.  He  thought 
about  becoming  a  doctor  oj  a  re- 
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searcher  but  didn’t  want  to  spend 
another  decade  in  school.  Then  he 
discovered  hedge  funds,  where  a 
25-year-old  can  control  hundreds  of 
millions.  “When  I  first  told  my  par¬ 
ents  about  it,  they  thought  I  was 
going  into  the  landscaping  business,” 
says  Ramaswamy. 

He  scored  an  interview  with  Dan 
Gold,  who  runs  $3.5  billion  QVT  Fi¬ 
nancial  in  New  York.  “He  was  bright 
but  also  hungry,”  recalls  Gold.  They 
wound  up  talking  for  several  hours, 
discussing  Ramaswamy’s  senior 
thesis  on  the  ethical  issues  involved 
with  using  stem  cells  to  create 
human-animal  hybrids.  (Don’t  laugh: 
A  summary  of  it  was  published  in 
the  New  York  Times.) 

He  became  an  analyst.  With  his  bi¬ 
ology  training  Ramaswamy  under- 


Such  critical  thinking  result¬ 
ed  in  an  epiphany:  Ramaswamy  no¬ 
ticed  there  were  many,  many  forgot¬ 
ten  drugs  that  he  would  have  liked 
to  invest  in  but  couldn’t.  They  were 
trapped  in  big  pharmaceutical  firms 
that  had  shelved  them  for  strategic 
or  bureaucratic  reasons,  or  in  small 
biotechnology  firms  that  had  to 
focus  all  their  resources  on  a  single 
product,  no  matter  how  good  option 
No.  2  was.  Speaking  at  a  Down  syn¬ 
drome  fundraiser  in  North  Carolina, 
he  laid  out  the  moral  case:  “There 
is  probably  a  promising  drug  candi¬ 
date  that  has  already  been  discov¬ 
ered  for  the  treatment  of  Down  syn¬ 
drome  that  is  sitting  on  the  shelf  of 
some  drug  company.” 

When  Ramaswamy  struck  out  on 
his  own  last  May,  QVT  and  Dexcel 


“HE  ALWAYS  CAME  TO  CLASS  READY 
TO  ARGUE— HE  LI  KES  ARGUING"” . 


stood  early  the  potential  of  drugs  to 
treat  hepatitis  C,  a  blood-borne  liver 
virus  that  afflicts  at  least  3  million 
Americans— and  his  resulting  trades 
for  QVT  amazed  Wall  Street.  In  2008 
Ramaswamy  started  buying  shares 
of  Pharmasset,  in  Princeton,  N. J.,  at 
about  $5  on  a  split-adjusted  basis  and 
was  one  of  the  top  shareholders  when 
Gilead  bought  the  company  for  $137 
a  share,  or  $11  billion,  in  2011.  Rama¬ 
swamy  repeated  the  performance 
with  Inhibitex,  which  was  purchased 
by  Bristol-Myers  Squibb  for  $2.5  bil¬ 
lion  in  2012,  making  25-fold  QVT’s 
initial  investment.  At  28  Ramaswamy 
was  made  a  QVT  partner. 

On  the  side— “for  the  intellectual 
experience”— he  earned  a  law  degree 
from  Yale.  He  was  “one  of  the  few 
people  who  did  all  the  reading,”  says 
Yale  law  professor  David  Grewal.  “He 
always  came  to  class  ready  to  argue— 
he  likes  arguing.” 


Pharma,  an  Israeli  firm  that  had  no¬ 
ticed  his  track  record,  backed  him  to 
the  tune  of  nearly  $100  million.  He 
named  his  company  Roivant— he’s 
fond  of  the  acronym  “ROI”— and  set 
out  to  deliver  high  returns  on  invest¬ 
ment  from  a  relatively  shabby  rent- 
an-office  building  for  startups  in  mid¬ 
town  Manhattan.  His  small,  dispa¬ 
rate  crew,  including  some  young  Ivy 
League  graduates  and  two  biotech 
heavyweights— Larry  Friedhoff,  66, 
the  former  head  of  R&D  at  Eisai  and 
Andrx,  and  William  Symonds,  48,  who 
had  been  instrumental  in  the  suc¬ 
cess  of  Pharmasset  and  Gilead— oc¬ 
cupied  a  disjointed  space  where  they 
couldn’t  even  sit  together.  No  matter. 
“To  be  honest,  if  I  was  going  to  bet  on 
a  human  to  win  at  something,”  says 
Symonds,  “I  would  bet  on  Vivek.” 

The  Pharmasset  connection 
served  them  well.  That  company 
thrived  because  of  a  single  hep  C  pill, 


called  sofosbuvir,  or  Sovaldi,  which, 
after  being  purchased  by  Gilead,  had 
the  best  launch  of  any  medicine  ever, 
generating  $12  billion  in  its  first  year 
on  the  market.  The  drug  was  ru¬ 
mored  to  be  named  after  Mike  Sofia, 
the  chemist  who  invented  it.  Now 
Sofia  had  started  a  new  company, 
OnCore  Biopharma,  to  fight  a  differ¬ 
ent  kind  of  hepatitis,  hep  B.  Thanks 
to  vaccination,  it’s  less  of  a  problem 
in  the  U.S.,  but  it  kills  780,000  people 
a  year,  largely  in  Asia  and  sub-Saha¬ 
ran  Africa,  by  causing  liver  complica¬ 
tions  like  cancer. 

As  with  hepatitis  C  and  HIV, 
treating  hep  B  would  require  multi¬ 
ple  drugs  in  combination.  Yet  prom¬ 
ising  candidates  were  spread  across 
the  pharma  universe,  another  mar¬ 
ket  failure.  So  Ramaswamy  took 
control  of  OnCore  and  quickly  exe¬ 
cuted  three  more  deals  to  bring  four 
other  forgotten  drugs  into  the  pipe¬ 
line.  Rather  than  an  IPO,  he  took 
the  faster  route  to  going  public  by 
merging  OnCore  into  Tekmira,  a 
Nasdaq-listed  company  developing 
more  antiviral  drugs,  and  renam¬ 
ing  it  Arbutus.  In  the  course  of  seven 
months  Ramaswamy  had  turned  an 
initial  $8  million  investment  into 
$110  million  of  market  value. 

WITH  THIS  INSTANT  SUCCESS  Ramaswa¬ 
my  was  poised  to  think  bigger.  Every¬ 
one  knows  that  Alzheimer’s  disease  is 
a  scourge— it’s  forecast  to  afflict  13.8 
million  Americans  and  cost  the  U.S. 
economy  $1  trillion  annually  by  2050. 
But  it’s  also  a  pharma  death  trap.  Be¬ 
tween  2002  and  2012  researchers 
tested  244  Alzheimer’s  drugs,  and 
only  one  made  it  to  market— a  99.6% 
failure  rate. 

Ramaswamy’s  research  chief, 
Friedhoff,  had  led  the  development 
of  Aricept,  the  bestselling  Alzheim¬ 
er’s  drug  ever,  with  $4  billion  in 
peak  sales.  When  his  young  boss  told 
him  he  was  interested  in  the  cast¬ 
off  Glaxo  drug,  Friedhoff  told  him 
to  find  something  less  risky  than 
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Alzheimer’s.  But  Ramaswamy  kept 
hearing  that  the  drug  was  worth  a 
look.  “When  people  have  asked  me 
over  the  years,  ‘Are  there  any  drugs 
that  should  have  gone  forward,  that 
should  get  another  chance?,’  this 
one  comes  to  mind,”  says  Rachelle 
Doody,  a  top  Alzheimer’s  research¬ 
er  at  the  Baylor  College  of  Medicine 
who  worked  with  the  drug  when  it 
was  Glaxo’s  and  has  consulted  for 
Roivant. 

Again,  Symonds  had  the  connec¬ 
tion,  having  worked  at  Glaxo  previ¬ 
ously.  He  set  up  a  meeting  with  Atul 
Pande,  Glaxo’s  senior  vice  president 
in  charge  of  neuroscience  research. 
They  found  Pande  was  effusive  about 
the  drug  (so  much  so  that  he  would 
eventually  leave  to  become  an  Axo- 
vant  director),  which  had  been  a  vic¬ 
tim  of  Glaxo’s  technical  retreat  from 
neuroscience.  In  2010  Glaxo  had  an¬ 
nounced  that  it  was  mostly  going  to 
exit  the  field,  and  any  lingering  inter¬ 
est  in  Alzheimer’s  drugs  would  focus 
on  reversing  the  disease  instead  of 
relieving  symptoms. 


WHEN 

RAMASWAMY 

Looked  at  the 

DATA  FOR  THE 
DRUG,  HE  SAW 
AWiNNER. 

But  when  Ramaswamy  looked  at 
the  data  for  the  drug,  he  saw  a  win¬ 
ner.  It  had  failed  the  first  three  clini¬ 
cal  trials  that  tested  the  drug  alone. 
But  Ramaswamy  and  many  experts 
believe  animal  data  that  show  RVT- 
101  will  work  far  better  when  paired 
with  an  older  drug  like  Aricept.  A 
fourth  study  offered  evidence  of  that, 
but  the  trial  failed  because  Glaxo 
picked  the  wrong  endpoint. 

In  the  fourth  study  RVT-101  re¬ 
versed  Alzheimer’s  patients’  symp¬ 


toms  to  where  they  had  been  more 
than  six  months  before,  but  then  the 
disease’s  merciless  progression  con¬ 
tinued.  Still,  if  the  next  trial  can  show 
the  same  benefit— or  even  a  slightly 
weaker  one— that  would  be  enough 
to  get  the  medicine  approved. 

More  comfort:  Another  drug 
being  developed  by  the  Danish  drug 
firm  Lundbeck  targets  the  same  brain 
receptor  as  RVT-101  and  shows  sim¬ 
ilar  results.  Friedhoff,  Roivant’s  re¬ 
nowned  Alzheimer’s  expert,  was 
convinced. 

Now  the  only  problem  was  get¬ 
ting  the  drug  out  of  Glaxo.  Eventu¬ 
ally,  Ramaswamy  got  the  terms  he 
wanted:  just  $5  million  up  front  but 
also  $160  million  in  milestones  and 
a  12.5%  royalty  on  sales.  Basically, 
he  gives  big  companies  a  chance  to 
win  big— if  RVT-101  ever  becomes  a 
$1  billion  seller,  the  royalties  would 
boost  Glaxo’s  earnings  by  2%,  which 
is  an  enticing  proposition  for  some¬ 
thing  that  carries  enormous  sunk 
costs  and  zero  prospects  otherwise. 

With  the  drug  in  hand,  Ramaswamy 
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Forgotten  Drugs  Done  Good 

DO  DRUG  FIRMS  REALLY  ABANDON  PROMISING  EXPERIMENTAL  MEDICINES?  IT  HAPPENS 
ALL  THE  TIME.  HERE  ARE  SIX  EXAMPLES  OF  BIG  DRUGS  THAT  WERE  SOLD  FOR  A  SONG. 


Drug 

NAMENDA 

REMOEHJLM 

CUBIC!** 

ZYTIGA 

ADBYS 

ETC-1002 

Treats 

Alzheimer's 

disease 

symptoms 

Pulmonary 

arterial 

hypertension 

Bacterial 

infections 

Prostate 

cancer 

Low  sexual 
desire  in 
women 

High 

cholesterol 

Abandoned 

by 

Germany’s 
Merz  Pharma 
(2000) 

Glaxo 

Wellcome 

(1990s) 

Eli  Lilly 
(1990s) 

BTG, 

a  London- 
based  pharma 
(2004) 

Boehringer 

Ingelheim 

(2010) 

Pfizer 

(2004) 

Saved 

by 

Forest 

Laboratories 

(2000) 

United 

Therapeutics 

(1997) 

Cubist 

Pharmaceuticals 

(1997) 

Cougar 

Biotechnology 

(2004) 

Sprout 

Pharmaceuticals 

(2011) 

Esperion 

Therapeutics 

(2008) 

The  Payoff 

Became  a 
$2  billion  drug, 
Forest's  top 
seller. 

Annual  sales 
of  $550  million 
and  United 
has  a  $7 
billion  market 
capitalization. 

Became  a 
$1  billion 
medicine,  and 
Merck  bought 
Cubist  for 
$9.5  billion. 

Johnson  & 
Johnson 
bought  Cougar 
for  $1  billion 
and  sold  $2.2 
billion  worth  of 
Zytiga  last  year. 

Addyi  was 
just  approved, 
and  Valeant 
Pharmaceuticals 
will  buy  Sprout 
for  at  least 
$1  billion. 

Promising  early 
results  have 
given  Esperion 
a  market  cap  of 
$1  billion. 
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decided  to  spin  out  Axovant— the  com¬ 
pany  built  around  RVT-101  as  its  only 
asset— hitting  up  his  old  hedge  fund 
peers.  “He  comes  from  our  world,”  says 
Peter  Kolchinsky,  who  runs  $1.8  billion 
RA  Capital.  “I  saw  the  data,  and  I  knew 
that  if  I  didn’t  say  yes  it  was  going  to 
go  to  someone  else.”  Kolchinsky’s  con¬ 
dition:  He  wanted  a  big  position.  He 
bought  $75  million  worth,  his  fund’s 
largest  holding,  at  the  IPO  price.  So  did 
hedge  fund  Visium  Asset  Management. 
Mutual  fund  managers  like  Capital 
Growth  and  Janus  also  bought  in.  In 
order  to  signal  to  investors  that  the 
hedge  funds  would  not  take  advantage 
of  a  first- day  pop,  the  funds  agreed  to 
hold  their  shares  for  at  least  90  days— 
a  costly  move,  since  Axovant  shot 
up  nearly  100%  after  its  IPO  in  June 


Amid  this  rush  of  money  Ra- 
maswamy’s  big  Alzheimer’s  IPO 
spooked  investors.  After  all,  for 
Ramaswamy’s  team  Axovant  is 
a  no-lose  investment,  given  the 
minuscule  price  it  paid  Glaxo  for 
RVT-101.  But  public  investors  un¬ 
derstandably  fear  being  set  up  as 
greater  fools.  This  doesn’t  bode 
well  for  the  young  dealmaker’s 
grand  scheme.  Says  Ramaswamy, 
“It’s  ironic  because  it  will  be  the 
same  capital-efficient  approach 
that  brought  RVT-101  that  will  be 
our  model  for  building  our  business 
going  forward.” 

Axovant  speculators  will  have  to 
wait  until  2017  before  they  hear  any 
new  RVT-101  data  for  Alzheimer’s— 
an  eternity  on  Wall  Street,  during 


“I  TEND  TO  LIKE  PEOPLE  WHO  AREA 
Off  Li  BOLD  AN  0  G  ET  THINGS  DONE!” 


but  then  fell  below  its  offering  price. 
“The  markets  can  fluctuate,  but  the 
fundamentals  haven’t  changed,”  says 
Kolchinsky. 

A  DECADE  AGO  raising  $100  million 
in  a  biotech  offering  was  nearly  un¬ 
heard  of.  Today  it’s  commonplace 
and  not  just  in  public  markets.  In 
January  venture  capitalists  put  $450 
million  into  Moderna  Therapeutics, 
a  company  with  fascinating  science 
but  no  drugs  in  testing,  and  a  few 
months  later  they  gave  $217  mil¬ 
lion  to  Denali  Therapeutics,  anoth¬ 
er  company  focused  on  Alzheimer’s 
as  well  as  Parkinson’s.  The  public 
markets  are  also  bubbling.  In  July 
NantKwest,  the  latest  company  from 
biotech  billionaire  Patrick  Soon- 
Shiong,  raised  $207  million  at  a  $3 
billion  valuation  based  on  its  new 
cancer-killing  cells— despite  the  fact 
that  there  is  little  published  data  on 
the  treatment. 


which  the  stock  could  drift  with¬ 
out  a  bona  fide  catalyst.  Under  the 
best  possible  scenario,  real  benefit 
to  Alzheimer’s  patients  is  years  way. 
Clinical  trials  are  notoriously  diffi¬ 
cult  even  when  the  remedy  seems 
to  work— and  expensive.  It  may  ulti¬ 
mately  take  $135  million  to  run  the 
trial  on  RVT-101. 

But  it  would  be  a  mistake  to  get 
stuck  in  the  weeds  of  Roivant’s  Alz¬ 
heimer’s  efforts.  Ramaswamy’s  ap¬ 
proach  is  long  term  and  broad  in 
scope.  In  many  ways  he  is  taking 
a  page  from  the  career  of  Michael 
Pearson,  the  billionaire  chief  execu¬ 
tive  of  Valeant  Pharmaceuticals.  In 
the  early  2000s,  when  drug  approv¬ 
als  were  approaching  an  alltime  low, 
Pearson  came  up  with  a  financial  en¬ 
gineering  strategy  that  produced 
a  company  now  worth  $80  billion, 
using  a  tax  shelter  to  buy  drugs  that 
were  underperforming  and  cutting 
costs,  including  R&D,  to  the  bone. 


It’s  a  successful  approach  that  has 
won  Wall  Street  approval,  most  nota¬ 
bly  from  Bill  Ackman,  whose  Persh¬ 
ing  Square  hedge  fund  owns  5.7%  of 
Valeant. 

Ramaswamy  is  doing  something 
similar,  except  he’s  betting  that  bio¬ 
tech  is  so  productive  at  inventing 
new  remedies  that  he  can  find  forgot¬ 
ten  drugs  for  cheap  and  fund  more 
R&D,  not  less.  “It’s  a  specialty  biotech 
that  will  create  value  out  of  products 
that  are  yet  to  reach  the  market  rath¬ 
er  than  extracting  value  out  of  dwin¬ 
dling  revenue  streams,”  he  says. 

Ramaswamy  has  something  Pear¬ 
son  lacks:  charisma.  He  seems  to 
charm  everyone  he  meets.  “I  tend 
to  like  people  who  are  a  little  bold 
and  get  things  done,  but  do  it  in  a 
way  that  isn’t  obnoxious,”  says  Brent 
Saunders,  the  chief  executive  of  Al¬ 
lergan,  who  has  shared  a  casual 
lunch  of  enchiladas  with  Ramaswa¬ 
my.  “I  think  Vivek  fits  the  bill  so  far.” 

Like  Pearson,  Ramaswamy  has  an 
innovative  strategy  for  growth.  Even  if 
RVT-101  fails  (though  many  Alzheim¬ 
er’s  docs  remain  quite  bullish  on  it), 
Axovant  has  used  it  to  raise  near¬ 
ly  $200  million  it  can  spend  on  other 
compounds.  Meanwhile,  Ramaswa¬ 
my’s  Roivant  vehicle,  still  sitting  on 
nearly  $100  million,  will  be  buying 
other  drugs,  which  he  can  spin  off  or 
house  in  silos,  letting  him  tailor  and  in- 
centivize  specialized  teams  around 
each  effort.  This  approach  will  allow 
him  to  spread  his  bets  in  fund-of-fund 
fashion,  as  well  as  give  potential  in¬ 
vestors  pure-play  action  in  an  array  of 
therapeutic  areas. 

Spin  is  an  important  part  of  Ra¬ 
maswamy’s  game  plan,  and  his 
youthful  enthusiasm  and  hubris 
haven’t  gone  unnoticed.  But  however 
the  drugs  perform,  there’s  real  finan¬ 
cial  innovation  here,  with  potential 
to  save  and  improve  countless  lives, 
whether  through  him  or  others  who 
emulate  the  model.  And  that’s  some¬ 
thing  a  biotech  bubble,  whenever  it 
bursts,  can’t  wash  away.  Q 
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The  biggest  event  in  the  98-year  history  of  Forbes— the  second  annual  Under 
30  Summit— will  bring  together  2,000  members  of  the  Forbes  30  Under  30  list, 
legendary  mentors,  celebrities,  and  global  leaders  for  three  days  of  discussion, 
learning,  networking,  and  fun.  The  most  successful  young  doers  from  every  sector 
of  society  will  be  in  attendance  to  share  with  and  learn  from  each  other.  The  Forbes 
Under  30  Summit  celebrates  those  who  will  change  the  world  for  the  next  50  years. 
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The  ride-hailing  app  steamrolled  America,  but  the  easy-win  days  are  over. 

Its  path  to  global  conquest  now  has  to  go  through  well-financed  and  battle- 
hardened  rivals  that  have  seen  Uber  coming— and  know  how  to  beat  it. 

BY  ELLEN  HUET  AND  LIYAN  CHEN 
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Uber  is  used  to  getting  what  it  wants,  wher¬ 
ever  it  wants.  In  60  countries  the  ride- 
hailing  colossus  has  pursued  an  SUV-size 
take  on  Sun  Tzu:  slip  into  a  market  by  sur¬ 
prise,  quickly  suffocate  any  competitors 
and— if  this  infuriates  entrenched  taxi  lobbies  and  gov¬ 
ernment  officials — never,  ever  back  down.  Uber  has  over¬ 
come  violent  taxi  protests,  and  dozens  of  places  that 
once  dubbed  it  “illegal”  now  have  laws  codifying  its  busi¬ 
ness  model— even  the  mayor  of  New  York  caved  under  an 
Uber-led  outcry  in  July. 

But  Uber  is  now  facing  opposition  that’s  not  as  easi¬ 
ly  rolled  as  a  bunch  of  feckless,  anticompetition  govern¬ 
ments.  In  the  parts  of  the  world,  mostly  Asia,  where  Uber 
is  just  getting  going,  the  company  and  its  pugilistic  CEO, 
Travis  Kalanick,  are  facing  entrenched  private  competi¬ 
tion  on  a  scale  it  has  never  seen. 

In  India  incumbents  Ola  Cabs  and  TaxiForSure  wel¬ 


comed  Uber’s  recent  entry  there  by  merging  in  March, 
giving  themselves  an  80%  market  share  and  then  raising 
another  $400  million  from  powerful  backers  like  Soft- 
Bank  and  Tiger  Global.  In  Southeast  Asia  Uber  (which 
declined  to  make  executives  available  for  interviews) 
will  have  to  contend  with  three-year-old  GrabTaxi, 
which  launched  in  Malaysia,  shares  two  investors  with 
Ola  and  now  also  operates  across  five  nearby  coun¬ 
tries— Singapore,  Thailand,  Vietnam,  the  Philippines 
and  Indonesia.  In  Latin  America  Easy  Taxi  says  it  is  big¬ 
ger  than  Uber. 

In  China,  already  the  world’s  biggest  market  for  ride- 
hailing  apps,  the  two  top  incumbents  also  merged,  in 
February,  forming  Didi  Kuaidi,  a  combination  of  Didi 
Dache  and  Kuaidi  Dache.  The  firm  has  a  two-year  head 
start,  just  raised  $2  billion  to  the  $1  billion  Uber  has  ear¬ 
marked  for  China  and  averages  6  million  rides  a  day,  six 
times  Uber’s  self-reported  volume.  Didi  controls  99% 
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of  the  taxi-hailing  market  and  78%  of  the 
private-car  market  by  ride  volume,  ac¬ 
cording  to  a  report  from  Analysys  Inter¬ 
national.  If  it  needs  more  capital,  it  can 
tap  its  investors  Alibaba  and  Tencent, 
China’s  two  biggest  Internet  firms,  plus 
SoftBank.  “The  competition  from  Uber  is 
just  a  tiny  wave  in  our  progress,”  says  Didi 
CEO  Cheng  Wei. 

Investors  who  have  bid  up  Uber’s  pri¬ 
vate  market  cap  to  an  astonishing  $50  bil¬ 
lion  are  counting  on  overseas  growth  to 
make  that  valuation  pencil  out.  They  also 
like  Uber’s  technology  advantage  after 
hundreds  of  millions  of  rides.  “These  sys¬ 
tems  rely  on  algorithms— for  routing, 
availability  and  matching,  for  fraud  detec¬ 
tion.  We’ve  been  at  this  a  lot  longer  than 
either  of  our  competitors  in  [China  and 
India].  That  gives  us  advantages  they  don’t 
have,”  says  early  Uber  investor  Bill  Gurley 
of  Benchmark. 

But  the  rivals  are  veterans,  too,  and 
they’re  forming  a  supergroup.  Last  month 
Didi  and  its  backers  at  Tiger  Global  and 
SoftBank  led  a  $350  million  investment  in 
GrabTaxi.  Chinese  people  traveling  to,  say, 
Vietnam  or  Malaysia  will  soon  be  able  to 
pull  up  their  Didi  app  and  call  a  GrabTaxi 
car,  and  GrabTaxi  customers  will  do  the 
same  in  China,  akin  to  a  mobile  phone 
roaming-service  partnership.  “Our  cus¬ 
tomers  read  Chinese,  not  English  or  Span¬ 
ish,  so  they  want  to  use  a  Chinese  app  to 
get  access  to  other  travel  markets,”  says 
Didi  President  Jean  Liu,  a  former  Gold¬ 
man  Sachs  banker  and  daughter  of  Leno¬ 
vo’s  chairman. 

“Everyone  is  solving  the  same  prob¬ 
lem,”  says  Dennis  Wang,  CEO  of  Easy 
Taxi,  which  operates  in  parts  of  Latin 
America,  Africa  and  Asia.  “Being  able  to 
do  it  locally  and  faster,  for  us  that  balances 
out  the  cash  Uber  has.” 

UBER’S  ADVENTURES  in  China  are  a  mi¬ 
crocosm  of  how  its  global  expansion  might 
unfold.  Its  growth,  like  China’s  overall, 
has  been  meteoric.  After  only  18  months 
on  the  ground  there,  Uber  counts  five  Chi¬ 
nese  cities  among  its  top  ten  worldwide 
by  ride  volume  and  says  the  country  will 
likely  produce  more  rides  than  the  U.S.  by 


THE  GREAT  GAME 


Ride-hailing  apps  are  scrambling  to  grab 
market  share  as  demographics  shift  and 
smartphones  proliferate.  Here’s  where  Uber 
already  dominates— and  where  Uber  is  the 
Lyft  to  someone  else’s  Uber. 


U.K. 


MAJOR:  UBER, 
GETT 

MINOR:  HAILO, 
ADDISON  LEE 


Uber  has 

infuriated  cabbies, 
but  Israel's  Gett 
has  gained  ground 
by  targeting  black- 
cab  hailing. 


In  July  Mexico  City 
became  the  first 
Latin  American  city 
to  pass  regulations 
accommodating 
Uber’s  private  car 
service  (and  smaller 
Cabify).  But  two  weeks 
later  cabbies  rioted, 
attacking  Uber  drivers 
outside  the  airport. 


Colombia 


MAJOR:  CABS 
MINOR:  UBER,  EASY  TAXI 


Uber  entered  in  2013,  but 
local  taxi  unions  fought  back 
by  calling  massive  strikes. 


Uber’s 

Reach 


Uber’s  Rivals 


DOMINATING 


GRABTAXI  INDIA:  OLA 


□ 


EASY  TAXI  CHINA: 

DIDI-KUAIDI 


HAILO 
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Germany 

MAJOR:  MYTAXI 
MINOR:  WUNDERCAR, 
UBER,  BLABLACAR, 
BLACKLANE 

Germany’s  Wundercar 
resembles  Lyft  in  that 
it  allows  passengers 
to  tip  a  driver.  The 
government  has  put 
a  stop  to  most  profit¬ 
taking  car-hailing 
services  for  now. 


Sweden 

MINOR:  UBER, 
TAXIJAKT 

Sweden’s  taxi  industry 
and  government 
welcomed  competition 
from  Uber. 


Russia 

MAJOR:  YANDEX 
MINOR:  UBER,  GETT 

Russian  search  engine 
Yandex  has  a  taxi-hailing 
app  with  a  two-year 
head  start  on  Uber. 


China 


Czech  Republic 

MINOR:  UBER,  LIFTAGO,  TICK  TACK  TAXI,  AAA 

Prague  became  the  first  destination  for  Uber’s  expansion 
in  central  and  eastern  Europe  last  August.  Local  rival 


MAJOR:  DIDI  KUAIDI 

MINOR:  UBER,  YIDAO  YONGCHE,  SHENZHOU 
ZHUANCHE,  AA  CARPOOL 

Didi  Kuaidi,  Uber’s  biggest  rival,  is  a  merger  of 
China’s  two  biggest  ride-hailing  apps,  Didi  Dache 
and  Kuaidi  Dache. 

The  company 
claims  6  million 
rides  a  day,  six 


South  Korea 

MINOR:  KAKAOTAXI, 
UBER,  LIMO  TAXI,  T-MAP 
TAXI,  HAILO,  EASY  TAXI 
BAEK  GISA 

South  Korea  banned 
UberX  and  charged 
its  CEO  and  senior 
executives  of  breaking 
transportation  laws. 
South  Korea's  popular 
messaging  app  Daum 
KaKao  launched  its  own 
taxi-hailing  service  in 
March. 


Nigeria,  Kenya, 
South  Africa 

MINOR:  EASY  TAXI,  MARAMOJA 
(KENYA),  UBER 

While  Uber  is  adapting  for 
a  demographic  with  low 
penetration  of  smartphone 
usage,  Brazil's  Easy  Taxi  has 
gained  an  edge  by  better  vetting 
local  drivers  in  high-crime  cities. 


UBERCORNS 


UBER’S  $50  BILLION  MARKET  CAP  IS  ALMOST  TWICE 
THAT  OF  THE  NEXT  FIVE  RIDE-APPS  COMBINED. 

COMPANY  VALUATION  ($BIL) 
$15.0 


DIDI  KUAIDI 
YIDAO  YONGCHE 


Singapore,  Malaysia,  Vietnam, 
Thailand,  Indonesia  and  the 
Philippines 

MAJOR:  GRABTAXI 
MINOR:  UBER,  EASY  TAXI 

Singapore's  GrabTaxi,  front-runner  in  six  Southeast 
Asian  markets,  has  joined  the  global  anti-Uber 
alliance  with  $700  million  in  investments  from 
Asian  giants  like  SoftBank  and  Didi  Kuaidi. 


Australia 


MAJOR:  CABCHARGE,  UBER 

MINOR:  INGOGO,  GOCATCH,  RIDEBOOM, 

TAXI  APPS 

Despite  murky  legal  status,  Uber  has 
reportedly  gained  half  a  million  passengers. 


GRABTAXI 


$15 


ESTIMATED  COMPANY  VALUATION. 


SOURCES:  PITCHBOOK:  OUETTRA:  ANALYSYS  INTERNATIONAL 
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year-end.  Its  legal  status  remains  murky  in  most  metro 
areas.  Authorities  in  April  and  in  May  raided  Uber’s  of¬ 
fices  in  Guangzhou  and  Chengdu.  The  harassment  comes 
despite  an  infusion  of  at  least  $200  million  from  the  po¬ 
litically  connected  Chinese  search  engine  Baidu  and  de¬ 
spite  Uber’s  decision  to  operate  as  a  separate  business 
entity  called  Uber  China,  run  by  Chinese  managers. 

Uber’s  top  priority  in  China,  as  in  any  new  country,  is 
wooing  drivers.  Both  Uber  and  Didi  have  turned  driv¬ 
er  subsidies  into  blood  sport,  often  paying  them  two  or 
three  times  the  fare.  Drivers  have  figured  out  how  to 
scam  the  system.  In  one  scheme  they  buy  phones  that  are 
hacked  to  have  multiple  phone  numbers,  which  allows  a 
driver  to  “ping”  himself  from  a  passenger  account,  hop 
in  a  car  and  collect  the  bonus.  Uber  has  said  its  fake-ride 
rate  is  around  3%,  but  local  media  estimate  the  fraud  rate 
at  30%  to  40%.  Didi  says  it  has  “almost  no”  fake  orders.  A 
Guangzhou  driver  named  Liang  said  that  Didi  is  stricter 
about  banning  drivers  it  suspects  of  fraud.  Uber,  he  said, 
started  cracking  down  in  the  last  month. 

Didi  is  focused  now  on  tearing  pages  from  Uber’s 
playbook.  It  started  out  in  taxis,  but  now  its  private-car 
service  makes  up  around  half  of  its  trips  after  debuting 
less  than  a  year  ago.  Didi  is  testing  a  carpooling  service 
called  Hitch,  a  bus  line  and  on-demand  designated  driv¬ 
ers.  CEO  Cheng  is  confident  his  company  can  keep  Uber 
at  bay.  “China’s  Internet  competition  is  the  most  intense 
in  the  world,”  he  says,  “and  Didi  Kuaidi  is  the  winner  that 
survived.” 

AFTER  CHINA  AND  THE  U.S.,  India  is  the  market  Uber 
lusts  after  most.  The  cab  wars  there  are  in  their  early 
days— some  97%  of  Indians  don’t  even  own  cars.  But  to 


see  what  Uber  is  up  against,  just  stand  on  a  busy  corner 
in  the  sultry  coastal  city  of  Chennai  and  count  the  num¬ 
ber  of  OlaCabs  that  pass  by.  With  a  three-year  head  start, 
Ola  has  outrun  Uber  from  the  get-go.  It  says  it  has  80% 
of  the  market,  is  growing  30%  to  40%  month  over  month 
and  provides  some  750,000  rides  per  day  in  250,000  ve¬ 
hicles,  including  private  sedans,  hatchbacks  and  three¬ 
wheeled  tuktuks.  Uber  claims  it  gets  200,000  rides  a 
day  but  says  it  is  also  growing  40%  and  has  35%  market 
share.  Ola  got  a  lot  bigger  in  March,  paying  $200  million 
for  rival  TaxiForSure.  Ola  raised  $400  million  in  April  at 
a  rumored  $2.5  billion  valuation. 

Ola’s  driver  base  is  loyal.  Before  Kalanick  even  learned 
how  to  spell  Chhattisgarh,  Ola  struck  deals  with  auto 
manufacturers  and  India’s  largest  bank  to  arrange  install¬ 
ment  loan  programs  so  that  drivers  could  buy  cars  and 
work  off  the  loans  by  driving  for  Ola.  “We  devised  the 
world’s  first  driver-repayment  system,”  says  Ola  senior 
director  of  marketing  Anand  Subramanian.  Ola  started 
selling  motorized  rickshaw  rides  in  November  2014.  Uber 
followed.  Ola  created  a  digital  wallet  to  pay  for  rides  in 
September  2014.  Uber  followed.  Uber  has  tried  to  un¬ 
dercut  Ola  on  price  by  giving  bonuses  to  drivers,  just  as 
it  does  in  China.  Ola  has  never  considered  that  as  an  op¬ 
tion.  You  get  higher-quality  drivers,  says  Subramanian,  by 
giving  incentives  based  on  earning  five -star- rated  rides 
or  giving  a  certain  number  of  rides  per  day.  “This  makes 
customers  want  to  come  back.” 

More  nascent  markets  were  staked  out  early  by  Bra¬ 
zil’s  Easy  Taxi,  which  was  founded  in  Rio  de  Janeiro  in 
June  2011,  months  before  Uber  began  its  internation¬ 
al  expansion.  Easy  Taxi  is  now  up  to  6  million  rides  a 
month,  with  400,000  drivers  in  30  countries.  In  South¬ 
east  Asia,  where  fare-haggling  is  a 
tradition,  Easy  Taxi  pioneered  the 
ability  for  passengers  to  up  their 
bid  in  the  app  to  attract  drivers 
during  rush  hour,  a  mirror-image  of 
Uber’s  surge  pricing. 

Wang,  Easy  Taxi’s  32-year-old  co- 
CEO,  wishes  Uber  luck  at  waging 
price  war  in  Latin  America.  “Taxis 
here  are  supercheap,  and  there  are 
a  ton  of  them,  so  service  is  fast,”  he 
says.  He’s  investing  in  places  such 
as  Saudi  Arabia,  Kenya  and  Nigeria, 
where  Uber  has  dipped  its  toes  but 
the  market  is  still  for  the  taking.  “We 
know  how  Uber  operates  and  how 
to  position  our  brand  to  fight.” 

Uber  made  winning  America 
look  easy.  The  road  out  has  more 
bumps.  Q 


Backseat  driver:  Didi  Kuaidi  President  Jean  Liu  raised  a  $2  billion  war  chest  in  three  weeks. 
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5  Ways  to  Avoid  Running  Out  of  Money 

During  Retirement 


If  You  Are  Close  to  Retirement  or  Already  Retired... 
Get  This  FREE  Retirement  GPS  Guide 


About  Fisher  Investments 
and  Ken  Fisher 


Retirement  planning  and  managing  your  money  in  retirement  can  be  complicated, 
but  this  practical  guide  can  help  you  better  understand  your  situation,  set  a  course  of 
action  and  attain  one  of  life’s  most  important  assets:  financial  peace  of  mind.  Written 
specifically  for  those  with  investable  assets  of  $500,000  or  more,  the  Retirement  GPS 
guide  is  free  and  sent  without  obligation. 

Don’t  Leave  Your  Retirement  to  Chance 

Use  the  easy-to-follow  worksheets,  checklists  and  concepts  to  help  manage  your  wealth  so 
you  can  enjoy  retirement  free  of  financial  worries. 

•  Where  are  you  now?  The  first  step  is  to  establish  your  net  worth,  (p.  2-3) 

•  Where  do  you  want  to  go  ?  Determine  your  short-  and  long-term  goals  such  as 
maximizing  terminal  value,  maintaining  value,  depleting  assets  or  targeting  an 
ending  value,  (p.  4) 

•  What  do  you  need  for  the  journey  ?  Calculate  your  spending  projections  and  cash 
flow  needs,  (p.  5-7) 

•  Prepare  for  forks  in  the  road.  Anticipate  likely  life  events  and  learn  how  they  might 
affect  your  investment  strategies  and  cash  flow  needs,  (p.  8-9) 

•  How  do  you  get  there  ?  Manage  your  wealth  and  achieve  your  objectives  so  you 
don’t  run  out  of  money  in  retirement,  (p.  10-11) 

In  just  a  few  minutes,  you’ll  have  a  clear  picture  of  your  retirement  possibilities. 

Think  how  good  that  will  make  you  feel. 

r  —  —  —  —  —  —  —  —  —  ~  —  — 
j  Please  hurry!  This  offer  contains  timely  information. 

I  Call  today  for  your  FREE  guide! 

|  Toll-free  1-888-987-9988 

5  Reference  code  AN27  when  calling. 

L  —  — .  —  —  —  —  —  —  —  —  —  —  —  —  —  —  —  —  ~ 


Fisher  Investments  is  a  money  management 
firm  serving  successful  individuals  as  well  as 
large  institutional  investors. 

With  over  $65  billion*  in  assets  under 
management  and  a  track  record  of  over 
35  years  in  bull  and  bear  markets, 

Fisher  Investments  uses  its  proprietary 
research  to  manage  money  for  investors. 

Ken  Fisher,  Founder,  CEO  and  Co-Chief 
Investment  Officer,  has  been  Forbes 
“Portfolio  Strategy”  columnist  for  over 
30  years  and  is  the  author  of  more  than 
10  financial  books,  including  4  New  York 
Times  bestsellers. 


Fisher  Investments* 


INVEST  ASSURED 
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©2015  Fisher  Investments.  5525  NW  Fisher  Creek  Drive,  Camas,  WA  98607. 

Investments  in  securities  involve  the  risk  of  loss.  Past  performance  is  no  guarantee  of  future  returns. 


*As of 6/30/2015. 


BITCOIN  ISN'T  ABOUT  ENABLING  LIBERTARIAN 
TECHNO-HIPPIES  TO  BUY  WEED  ONLINE.  THE 
UNDERLYING  TECHNOLOGY  IS  NOTHING  LESS 
THAN  A  BETTER  WAY  TO  MOVE  MONEY  AROUND 
THE  WORLD-AND  THE  PLANET'S  FINANCIAL 
HEAVYWEIGHTS  ARE  MAKING  IT  THEIR  OWN. 

BY  LAURA  SHIN 

PHOTOGRAPHS  BY  CHRISTIAN  PEACOCK  FOR  FORBES 
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People  want  to 
believe  that  there's 
going  to  be  this 
mythical  com 
that  comes  out  of 
Silicon  Valley  that 
the  world  starts 
using  and  that  all  of 
|  Wall  Street  just  falls 
into  the  ocean. 
—Adam  Ludwin 


CHAIN.COM 


On  July  31, 

2014  Adam 
Ludwin, 
Devon  Gun- 
dry  and  Ryan 
Smith— no¬ 
names  in 
the  world  of 
finance— walked  into  a  windowless 
conference  room  in  a  Los  Ange¬ 
les  office  building  near  LAX  and 
sat  down  on  black  leather  execu¬ 
tive  chairs  at  a  mahogany  table  that 
could  seat  12.  A  dual-screen  tele¬ 
conferencing  unit  came  to  life,  and 
five  New  York-based  executives  of 
Nasdaq  materialized. 

Just  a  few  months  before,  the  three 
Millennials  (ages  33,  34  and  29)  and 
their  company,  Chain.com,  had  begun 
selling  software  tools  to  help  develop¬ 
ers  create  Bitcoin  apps.  It  was  a  seem¬ 
ingly  inauspicious  time  to  be  staking 
your  future  on  the  digital  currency. 
Within  the  previous  year  the  FBI 
had  shut  down  the  biggest  Bitcoin 
enterprise,  underground  drug  bazaar 
Silk  Road;  the  dominant  Bitcoin  ex¬ 
change,  Mt.  Gox,  had  gone  belly-up 
with  more  than  $450  million  missing; 
and  Bitcoin,  the  currency,  had  started 
to  plummet  in  value  from  a  $1,240 
speculative  peak  in  December  2013  to 
its  current  $230. 

Yet  during  the  teleconference  the 
jeans-clad  entrepreneurs  told  the 
Nasdaq  suits  that  they  believed  the 
technology  underlying  Bitcoin  would 
bring  about  a  once-in-a-lifetime 
seismic  shift  in  the  financial  indus¬ 
try,  shrinking  its  current  profits  and 
workforce  but  also  creating  many 
new  markets  and  opportunities.  Bit- 
coin  isn’t  merely  the  cryptocurrency 
that  has  caught  the  imagination  of 
the  antiestablishment  and  enriched 
a  few  lucky  speculators.  In  fact,  that 
Bitcoin  is  merely  an  app.  The  under¬ 
pinnings— known  as  “the  blockchain” 
or  “distributed  ledger”  technology- 
are  nothing  less  than  a  vastly  faster, 
cheaper  and  more  secure  way  to  ma¬ 
nipulate  money  electronically.  The 
blockchain  is  poised  to  become  the 


dial  tone  for  the  21st-century  global 
economy. 

Gil  Luria,  a  financial  tech  analyst 
at  L.A.-based  Wedbush  Securities, 
estimates  that  a  fifth  of  U.S.  GDP— 
around  $3.6  trillion— is  generated  by 
industries  that  will  be  disrupted,  or 
at  least  made  more  efficient,  by  this 
new  technology.  But  it  is  the  finan¬ 
cial  services  industry,  and  its  hun¬ 
dreds  of  billions  of  profits,  that  faces 
the  most  immediate  threat. 

The  Nasdaq  execs  had  been 
studying  Bitcoin  for  a  year,  and 
they  knew  all  this.  But  picking  the 
right  partners  was  crucial.  So  they 
peppered  Chain.com’s  founders 
with  questions  about  their  vision 
and,  more  important,  whether  they 
could  execute.  The  answer:  The 
wild-haired  Gundry  and  Smith  had 
the  product  and  software  chops, 
while  CEO  Ludwin,  with  his  neatly 
trimmed  beard  and  tortoiseshell 
glasses,  was  a  Harvard  M.B.A.  and 
former  venture  capitalist  with  a 
keen  strategic  view. 

“We  were  very  excited  about  their 
abilities,”  says  Jean- Jacques  Louis, 
Nasdaq  senior  vice  president  of  stra¬ 
tegic  initiatives,  who  had  shed  his  tie 
before  the  teleconference  to  put  the 
Millennials  at  ease. 

After  the  session  Ludwin,  Gun- 
dry  and  Smith  went  straight  to  a 
nearby  In-N-Out  Burger  and,  with 
planes  screaming  overhead,  de¬ 
bated  the  future  of  their  venture. 
They  had  pitched  their  first  product 
to  startups— a  simple  application 
programming  interface  (API)  which 
helps  coders  write  blockchain  apps 
more  quickly— and  already  50  were 
using  it.  But  in  June  Ludwin  read 
in  the  New  York  Post  that  Nasdaq 
was  interested  in  Bitcoin  and,  with 
the  help  of  one  of  Chain.com’s  angel 
investors,  set  up  a  meeting  with  the 
exchange.  The  question  the  young 
entrepreneurs  now  mulled:  Would 
Bitcoin  technology  remake  financial 
services  first  through  Silicon  Valley 
upstarts  or  through  powerful  incum¬ 
bents  like  Nasdaq? 


“People  want  to  believe  that 
there’s  going  to  be  this  mythical  coin 
that  comes  out  of  Silicon  Valley  that 
the  world  starts  using  and  that  all  of 
Wall  Street  just  falls  into  the  ocean,” 
Ludwin  muses.  But  that  is  simply 
not  going  to  happen.  Layers  of  infra¬ 
structure  need  to  be  built  first,  and 
consumers  and  regulators  need  to 
be  persuaded  to  trust  blockchain— 
two  prerequisites  that  give  financial 
heavyweights  an  enormous  early 
edge.  So  the  Chain.com  founders 
decided  to  bet  the  company’s  future 
on  working  with  the  big  boys. 

Smart  move.  In  May  Nasdaq  be¬ 
came  the  first  established  financial 
services  company  to  announce  a 
real-life  test  using  Bitcoin  technol¬ 
ogy.  With  Chain.com  as  its  partner, 
Nasdaq  plans  to  go  live  in  November 
with  blockchain  trading  of  shares 
of  pre-IPO  private  companies  like 
Uber  and  Airbnb.  But  that’s  only  the 
beginning.  Says  Nasdaq  Chief  Ex¬ 
ecutive  Bob  Greifeld,  “[Blockchain] 
is  the  biggest  opportunity  set  we  can 
think  of  over  the  next  decade  or  so.” 

Nasdaq  is  hardly  alone.  Citigroup, 
Visa,  Barclays,  Bank  of  New  York 
Mellon  and  UBS  are  among  those 
moving  to  test  blockchain  tech¬ 
nology.  Meanwhile,  the  New  York 
Stock  Exchange,  Goldman  Sachs, 
USAA  and  BBVA  have  all  invested 
in  Bitcoin  startups.  Their  dollars 
have  helped  make  Bitcoin  among  the 
fastest-growing  areas  of  startup  in¬ 
vestment,  with  $375.4  million  com¬ 
mitted  in  just  the  first  half  of  2015, 
compared  with  $339.4  million  for  all 
of  2014,  CB  Insights  reports. 

Funding  their  own  disruption? 
Absolutely.  But  also  brilliant.  The 
big  financial  companies  need  to  be 
involved  early  to  identify  where 
blockchain  will  eat  their  profits,  says 
Eric  Piscini,  a  principal  in  banking 
technology  at  Deloitte.  And  then,  he 
adds,  they  must  decide,  “Should  I 
cannibalize  myself  instead  of  waiting 
for  someone  else  to  cannibalize  me?” 

As  for  Chain.com,  shortly  after 
that  first  Nasdaq  meeting,  it  raised 
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IT  strategy  is  now  business  strategy. 

In  a  changing  landscape,  every  company  faces  the  challenge  of  quickly  moving  from  what 
they  are  now  to  what  they  need  to  become.  This  has  made  IT  solutions  that  can  accelerate 
change  the  single  most  important  strategic  weapon  for  business.  HP  believes  that  when  people, 
technology  and  ideas  all  come  together,  business  can  move  further,  faster.  To  find  out  more, 
visit  us  at  hp.com/furtherfaster. 
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The  Bitcoin  Fast  Track 

No  one  expects  average  Americans  to  abandon  their  credit  cards  in  favor  of 
more  secure  Bitcoin  payments  anytime  soon,  although  they  might  be  smart  to 
do  so.  But  the  cryptocurrency  is  on  a  faster  track  in  parts  of  the  world  where 
users  often  don’t  have  bank  accounts,  let  alone  their  choice  of  2%  cash  back  or 
frequent-flier  miles  for  paying  with  plastic. 

"Africa  just  skipped  landlines  and  went  to  wireless,”  observes  Brad  Ste¬ 
phens,  cofounder  and  managing  partner  of  San  Francisco-based  Blockchain 
Capital,  an  early-stage  investment  fund.  "They’re  essentially  skipping  tradition¬ 
al  banks.  They  don’t  need  branches,  and  they  don’t  need  tellers.  They’re  going 
straight  to  the  bank  in  your  pocket  in  a  decentralized,  nonbank  way.” 

Palo  Alto-based  Xapo  offers  both  a  Bitcoin  “wallet”  and  a  Bitcoin  "vault”  to 
customers  in  180  countries.  CEO  Wences  Casares  says  that  more  than  90%  of 
the  Bitcoin  stored  in  its  vault  is  owned  as  a  speculative  investment  by  hedge 
funds,  family  offices  and  high-net-worth  individuals  from  wealthy  countries. 
Meanwhile,  more  than  90%  of  customers  for  Xapo’s  transactional  wallets  are 
from  developing  nations,  including  India,  Russia,  Brazil  and  Indonesia.  Typically, 
he  says,  these  customers  have  a  smartphone  but  no  credit  card,  and  want  to 
shop  online.  —L.S. 


$9.5  million  in  a  series  A  funding 
round  led  by  Khosla  Ventures’  Keith 
Rabois  (a  member  of  the  so-called 
PayPal  mafia,  along  with  Elon  Musk, 
Peter  Thiel  and  Reid  Hoffman), 
valuing  it  at  an  estimated  $36  mil¬ 
lion.  Were  it  to  go  out  for  funding 
now,  the  fledgling  company,  with 
just  15  employees,  including  the  3 
founders,  would  easily  be  valued  at 
more  than  $100  million.  That  might 
sound  like  small  change  in  a  uni- 
corn-crowded  world  where  CB  In¬ 
sights  counts  132  private  VC-backed 
companies  valued  at  $1  billion-plus. 
But  the  technology  is  still  in  its  in¬ 
fancy,  and  blockchain  companies, 
as  a  group,  might  end  up  being  the 
most  valuable. 

Perhaps  fittingly,  the  technol¬ 
ogy  that  could  one  day  wrest 
power  from  the  big  banks 
was  birthed  during  the  throes  of 
the  financial  crisis.  In  a  white  paper 
published  in  October  2008  Bitcoin 
creator  Satoshi  Nakamoto  (possibly 
the  pseudonym  of  a  reclusive  Japa¬ 
nese  genius  coder  ...  or  a  Finnish 
sociologist ...  or  a  mysterious  govern¬ 
ment  agency— no  one  really  knows, 
although  the  Internet  is  littered  with 


theories)  proposed  a  protocol  to  fun¬ 
damentally  alter  how  something  is 
sent  and  settled  online. 

Information  has  traditionally 
traveled  on  the  Internet  via  cop¬ 
ies— if  Alice  sends  Bob  an  e-mail, 
document,  text  or  photo,  she  still 
retains  a  version  on  her  computer. 
But  if  Alice  sends  Bob  Bitcoin,  the 
system  first  checks  to  see  if  she  has 
Bitcoin  to  spend  and  isn’t  counter¬ 
feiting,  and  then  ensures  she  hasn’t 
secretly  also  kept  a  copy  of  that  Bit- 
coin  or  sent  or  spent  it  elsewhere. 

In  theory,  two  people  anywhere  on 
earth  could  send  each  other  money 
without  using  a  bank  intermedi¬ 
ary— although  most  transactions  are 
still  likely  to  go  through  some  sort 
of  third  party. 

This  so-called  “Internet  of  value” 
(as  distinguished  from  the  “Internet 
of  information”)  works  by  maintain¬ 
ing  a  shared  ledger  on  a  network  of 
participating  computers  around  the 
world  and  updating  that  ledger  with 
a  block  of  Bitcoin  transfers  roughly 
every  ten  minutes.  (The  ledger  con¬ 
sists  of  a  chain  of  blocks,  hence  the 
term  “blockchain.”)  That  ten  min¬ 
utes  dramatically  shortens  the  two  to 
three  days  typically  required  to  clear 


and  settle  a  financial  transaction 
within  the  U.S.,  to  say  nothing  of  the 
five  days  it  can  take  internationally. 

“The  days  of  [banks]  holding  on 
to  people’s  money  a  little  bit  longer 
and  benefiting  from  that,  or  charg¬ 
ing  people  fees  and  high  margins  on 
exchange  rates,  are  going  to  end,” 
predicts  Susan  Athey,  professor 
of  the  economics  of  technology  at 
Stanford’s  business  school.  (She  also 
serves  on  the  board  of  digital  cur¬ 
rency  startup  Ripple  Labs.) 

In  addition  to  speed  and  a  smaller 
middleman’s  cut,  a  shared  ledger 
system  offers  superior  security  and 
transparency.  A  Bitcoin  payment  is 
a  “push”  transaction,  meaning  that 
money  leaves  a  Bitcoin  wallet  only  if 
the  owner  sends  it.  That’s  in  contrast 
to  a  “pull”  transaction  like  a  credit 
card  payment,  in  which  the  consumer 
hands  over  the  keys  to  her  account 
to  a  merchant,  trusting  the  company, 
its  employees  and  its  future  hackers 
not  to  misuse  that  key.  The  shortened 
settlement  time  also  reduces  the  risk 
of  fraud.  Shared  ledger  technology 
could  even  curb  the  current  epidemic 
of  identity  theft. 

Transparency?  All  those  duplicate 
ledgers  (which  so  far  have  defied 
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hacking)  could  be  used  to  track  who 
transacted  with  whom  when  and 
which  assets  were  involved.  That 
would  have  prevented  a  problem 
that  emerged  during  the  housing 
bust,  when  it  was  difficult  to  track 
which  institution  owned  which  un¬ 
derwater  mortgage,  creating  difficul¬ 
ties  for  regulators,  homeowners  and, 
worst  of  all,  panic  among  investors. 

And  the  blockchain  will  be  much 
cheaper  to  use  than  older  financial 
instruments  like  credit  cards.  The 
banks,  Visa,  MasterCard  and  Ameri¬ 
can  Express  now  collect  1%  to  3%  of 
domestic  credit  and  debit  transac¬ 
tions,  generating  more  than  $70  bil¬ 
lion  a  year  in  fees  in  the  U.S.  market 
alone.  “That’s  a  tax  on  all  payments,” 
says  Wedbush  analyst  Luria.  “With 
Bitcoin  that  goes  practically  to  zero.” 

It  won’t  happen  overnight,  of 
course.  Wedbush  predicts  that  by 
2025, 10%  of  online  card  transac¬ 
tions  and  20%  of  international 
person-to-person  money  transfers 
will  be  made  along  Bitcoin  rails. 
(The  World  Bank  estimates  that 
individuals  in  the  developed  world 
sent  $436  billion  back  home  to  their 
families  in  poorer  countries  last 
year.  The  fat  fees  for  such  remit¬ 
tances  make  a  prime  target  for 
Bitcoin.) 

Beyond  banking,  the  shared  led¬ 
ger  approach  could  streamline  rec¬ 
ordkeeping  and  property  transfers  of 
all  sorts— from  land  titles  to  patent 
and  trademark  holdings— displacing 
armies  of  white-collar  workers  and 
incumbent  software  providers.  De- 
loitte,  the  world’s  largest  accounting 
firm,  is  exploring  using  blockchain 
systems  for  reconciliation,  auditing 
and  other  functions,  which  could 
sideline  legions  of  CPAs. 

This  is  very  much  the  sort  of 
“creative  destruction”  celebrated  by 
Austrian  economist  Joseph  Schum¬ 
peter.  While  destroying  some  jobs, 
the  blockchain  will  also  enable 
new  marketplaces  (say,  for  trad¬ 
ing  energy  credits  or  mobile  tele¬ 
phone  minutes)  and  an  explosion  of 


microtransactions  on  the  Web.  The 
Internet  of  value,  linked  up  with  the 
Internet  of  things,  could  transform 
the  supply  chain  and  global  trade. 

“We  don’t  have  the  imagination  to 
recognize  what  is  possible  once  you 
set  up  this  blockchain  technology,” 
says  Nasdaq’s  Greifeld. 

Bitcoin,  the  cryptocurrency,  is 
merely  the  first  application,  much 
the  way  e-mail  was  the  first  appli¬ 
cation  of  TCP/IP,  the  protocol  that 
underlies  the  Internet.  New  systems 
will  ultimately  be  built  on  top  of  the 
blockchain  protocol  the  way  SMTP 
was  created  for  e-mail,  http  enabled 
Web  browsing  and  VoIP  made  Skype 
and  FaceTime  possible.  All  are  built 
atop  TCP/IP. 

It’s  “a  low-level,  new  protocol. 
We’re  not  talking  about  apps  yet. 
We’re  talking  about  infrastructure,” 
says  Ludwin.  The  33-year-old  CEO 
is  sitting  in  one  of  four  meeting 
rooms  that  resemble  pods  and  float, 
treehouse-like,  in  the  upper  half  of 
the  startup’s  earthy,  metal/wood  and 
exposed-brick  offices  in  San  Francis¬ 
co’s  ultratrendy  Hayes  Valley  neigh¬ 
borhood.  Downstairs,  in  the  skylit 
main  workspace,  beanbag  chairs,  a 
ping-pong  table  and  brightly  colored 
skateboards  are  scattered  about 
under  the  30-foot-high  ceiling.  But 
Ludwin,  seated  above,  is  calm  and 
reflective,  pausing  for  as  long  as  half 
a  minute  to  frame  his  thoughts. 

“Saying  we’re  just  going  to  disrupt 
a  bank,  an  exchange  or  card  net¬ 
work  because  we  have  a  protocol 
and  we’re  going  to  put  an  app  on 
it— that’s  pretty  unlikely,”  Ludwin 
says.  “It’s  unlikely  not  because  it  isn’t 
going  to  happen.  It  will  happen.  But 
there  are  several  things  that  need  to 
happen  first.” 

He  adds:  “By  the  time  you  have 
an  app  like  Uber  or  Instagram,  you 
are  at  the  tenth  layer  of  a  technology 
stack.  You  don’t  have  Uber  without 
Google  Maps,  and  you  don’t  have 
Google  Maps  without  GPS  and  sat¬ 
ellite  imaging  and  the  Internet  and 
the  iPhone  and  LTE  and  miniatur- 


Value  is 
hiding. 

Everywhere. 

On-demand  infrastructure 
unlocks  value. 

This  is  the  year  that  your  IT 
infrastructure  goes  from  a 
cost  of  doing  business  to 
the  thing  that  can  transform 
your  business.  HP  software- 
defined  and  converged 
infrastructure  delivers 
next-generation  apps  with 
the  simplicity  and  speed  to 
move  people  and  markets. 
hp.com/furtherfaster. 
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ization  and  all  these  things.” 

Here’s  how  primitive  the  in¬ 
frastructure  is  now:  The  Bitcoin 
blockchain  can  currently  handle  7 
transactions  a  second,  while  credit 
card  giant  Visa  can  process  56,000. 
No  wonder  Bitcoin  players  liken  the 
current  state  of  the  technology  to 
the  Internet  of  1994  and  1995,  a  time 
when  going  online  meant  dialing  up 
AOL  and  connecting  at  14.4  kilobytes 
per  second. 

udwin  was  just  13  when  Marc 
Andreessen’s  Netscape  Web 
browser  killed  his  parents’ 
optical-industry  bulletin  board 
system  (BBS),  which  consisted  of 
100  phone  lines,  100  modems  and 
a  bunch  of  servers  in  a  room  of 
their  home  in  Irvine,  Calif.  When 
Netscape  made  their  BBS  obsolete, 
his  parents,  both  opticians,  launched 
a  website  instead  and  bequeathed 


tian,  but  both  became  adherents  of 
the  Baha’i  faith.) 

Then  it  was  on  to  Harvard  for 
his  M.B.A.  On  graduation  in  2010 
he  joined  the  New  York  City-based 
venture  capital  firm  RRE  Ventures. 
Founded  by  former  American  Ex¬ 
press  CEO  James  Robinson  III,  it 
has  a  strong  financial  focus,  with  in¬ 
vestments  in  OnDeck,  WisdomTree, 
Venmo  and  Braintree.  In  2012,  while 
at  RRE,  Ludwin  read  the  original 
Satoshi  Nakamoto  white  paper  on 
Bitcoin  and  felt  the  same  thrill  he 
had  in  high  school,  when  the  World 
Wide  Web  was  new. 

Where  Ludwin  is  preternaturally 
calm  and  deliberate,  Gundry, 
Chain.com’s  34-year-old  chief 
product  officer,  is  all  flying  hands, 
flopping  hair  and  creative  energy. 
Growing  up  in  a  Nashville  suburb 
where  his  songwriter  dad  took  a  job 
at  a  computer  networking  startup  to 


It's  a  new  technology  stack.  We  decided 
we  had  the  skills  ana  the  team  who 
could,  instead  of  building  just  one 
product,  build  an  infrastructure  on 
which  hundreds  of  thousands  of 
products  could  be  built. 

—Devon  Gundry 


their  excess  gear  to  Ludwin,  who 
was  soon  programming  and  build¬ 
ing  computers  and  websites.  “I  got 
sucked  into,  effectively,  what  was  the 
’90s  Internet  revolution,  but  I  was  a 
kid,”  he  says. 

Ludwin  graduated  from  the  Uni¬ 
versity  of  California,  Berkeley  as  a 
business  major  and  got  a  job  at  the 
Boston  Consulting  Group  by  sneak¬ 
ing  into  a  Stanford  University  career 
fair.  (The  elite  firm  didn’t  recruit  at 
Berkeley.)  After  two  years  as  a  con¬ 
sultant  he  spent  another  two  years 
volunteering  at  the  Baha’i  offices  in 
Haifa,  Israel.  (Ludwin’s  father  was 
raised  Jewish  and  his  mother  Chris¬ 


pay  the  bills,  Gundry  loved  spending 
time  online.  But  he  planned  to  be  a 
doctor,  he  says,  because  in  Tennes¬ 
see  it  was  “the  highest,  best  thing 
you  could  possibly  be.”  He  enrolled 
in  Vanderbilt  and  started  down  the 
biomedical  engineering  track. 

“Then  I  realized  I  didn’t  care  at 
all  about  the  human  body,”  he  says. 
What  he  did  care  about  was  film 
class  and  playing  in  an  indie  rock 
band.  To  keep  his  college  scholar¬ 
ship,  he  had  to  stick  with  engineer¬ 
ing,  so  he  switched  to  a  technology 
management  major.  After  gradua¬ 
tion  he  composed  music,  worked  at 
a  Baha’i  educational  center  (where 


Thwart 


Security  that  goes  beyond 
four  walls.  A  comprehensive 
approach  to  security  means 
protecting  users,  applications 
and  data,  anywhere  on  any 
device.  From  predictive  breach 
detection  through  analytics  to 
strong  backup  and  recovery 
solutions,  we  can  help  you 
make  sure  that  the  security 
of  your  enterprise  is  always 
one  step  ahead.  It’s  why  8  out 
of  1 0  of  the  world’s  largest 
commercial  banks1  count  on 
HP.  hp.com/furtherfaster. 
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he  met  Ludwin’s  sister,  Ashley,  also 
a  counselor  there),  then  launched  a 
consumer  review  site  like  Yelp  called 
Gohuman  (which  he  now  describes 
as  “a  practice  project”)  before  re¬ 
turning  to  music  full-time. 

Gundry  was  about  to  sign  a  rec¬ 
ord  contract  in  2008  when  he  met 
actor  Rainn  Wilson  (best  known  as 
Dwight  on  The  Office')  and  decided 
to  launch  a  website  with  him  dedi- 


apart  the  CB  radios  on  his  grand¬ 
father’s  tractors,  Smith  graduated 
from  the  University  of  Missouri- 
Kansas  City  with  a  math  degree. 

He  briefly  lived  on  a  commune  in 
Virginia  (building  an  inventory  sys¬ 
tem  for  managing  its  food)  before 
landing  his  “dream  job”  at  Heroku  in 
2010.  “I  grew  up  there,”  he  says. 

By  early  2014  the  three  had  $4 
million  in  seed  funding  and  had  nar¬ 


I  don't  believe  we  can  overthrow  the 
system  and  just  replace  it  with  Bitcom. 

I  think  for  that  technology  to  be  useful 
to  the  world,  it  has  to  be  brought  up 
through  the  existing  systems.  After  that 
first  meeting  with  Nasdaq,  I  thought, 
Okay,  this  is  the  opportunity 

—Ryan  Smith 


cated  to  making  spirituality  cool. 
SoulPancake.com  gained  traction 
with  a  heartwarming  video  called 
Kid  President,  an  appearance  by 
Wilson  on  an  Oprah  Winfrey  show 
and  an  interactive  workbook  called 
SoulPancake:  Chew  on  Life’s  Big 
Questions,  which  made  the  New  York 
Times  bestseller  list. 

But  by  2012,  when  Gundry  recon¬ 
nected  with  Ludwin  at  a  Fourth  of 
July  barbecue,  both  were  growing 
restless.  They  had  first  met  eight 
years  earlier  at  a  Disneyland  birth¬ 
day  party  for  Ludwin’s  sister.  As 
Gundry  tells  it,  they  spent  that  day 
trying  to  stump  each  other  with 
brain  teasers  and  ended  it  agree¬ 
ing  they  should  work  together  in 
the  future.  After  the  barbecue  they 
started  kicking  around  ideas  for 
a  software  business.  For  techni¬ 
cal  heft  they  recruited  Smith,  who 
had  been  a  senior  engineer  at  app 
developer  platform  Heroku  (now 
part  of  Salesforce.com)  before  going 
out  on  his  own  as  a  consultant.  A 
lanky  29-year-old  Kansas  native  who 
got  hooked  on  technology  by  taking 


rowed  their  focus  to  Bitcoin  apps. 
But  they  found  that  the  software 
tools  they  needed  to  build  those 
apps  didn’t  exist  and  pivoted  to 
building  the  tools  themselves. 

n  a  Monday  morning  seven 
Chain.com  employees  sit 
in  a  circle  on  their  Aeron 
chairs  plotting  the  week’s  plan  of  at¬ 
tack  for  various  projects.  The  shop- 
talk  is  a  jargon-fest  of  “open  assets,” 
“confirmation  time,”  “UI,”  “side- 
chains,”  “federated  chains”  and,  of 
course,  “coins.”  Khosla  Ventures’  Ra- 
bois,  the  company’s  lead  VC  investor, 
says  he  backed  Chain.com  because 
it  had  a  nucleus  of  “10X  engineers,” 
which  he  defines  as  “engineers  who 
have  the  output  and  insight  that’s 
ten  times  better  than  a  regularly 
good  engineer.”  Elite  groups  like 
these,  he  says,  are  essential  to  build 
tools  “so  more  regular  engineers  can 
build  applications”  for  blockchain. 

Nasdaq  isn’t  the  only  big  name  re¬ 
lying  on  the  lOXers  at  Chain.com.  In 
June  First  Data,  the  nation’s  largest 
processor  of  debit  and  credit  trans- 


Dream 
big,  data. 


Big  data  analytics  is  the 
preferred  fuel  for  growth. 

Today,  every  company’s 
greatest  strategic  resource  is 
its  own  untapped  data.  With 
HR  1 00%  of  structured  and 
unstructured  data,  including 
video  and  audio,  can  be 
used  in  real  time  to  create 
real  business  insights  that 
drive  innovation,  empower 
employees  and  surpass 
customer  expectations. 
hp.com/furtherfaster. 
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Buy  or  Build? 


It’s  too  big  to  ignore.  That’s  one  thing  the  big  financial  compa¬ 
nies  seem  to  agree  on  when  they  look  at  the  distributed  led¬ 
ger  technology  that  underlies  Bitcoin.  Beyond  that,  however, 
their  approaches  vary.  Some  are  investing  in  Silicon  Valley 
startups,  in  effect  buying  themselves  a  front-row  view— and 
maybe  an  option— on  innovation.  Others  are  setting  up  their 
own  experiments  with  the  technology  or  conducting  joint 
tests  with  the  startups. 

When  Coinbase,  a  Bitcoin  currency  wallet,  raised  $75  million 
in  January,  the  New  York  Stock  Exchange,  international  bank 
BBVA  and  USAA,  a  financial  services  company  serving  military 
families,  were  among  the  new  investors,  joining  the  likes  of  VC 
firm  Andreessen  Horowitz.  In  April  Goldman  Sachs  joined  a 
$50  million  funding  round  for  Circle,  a  startup  that  allows 
person-to-person  Bitcoin  and  other  money  transfers  via  an  app. 

In  the  experimentation  camp  Citigroup,  through  its  Citi 
Ventures  unit,  is  now  testing  three  blockchains  and  a  product 
called  Citi  Coin  and  is  even  discussing  state-backed  digital 
currencies  with  governments.  Swiss  bank  UBS  opened  a  Bit- 
coin  technology  lab  in  London  this  past  spring  and  is  studying 
whether  a  common  virtual  currency  could  help  banks  settle 
transactions  sooner.  Bank  of  New  York  Mellon,  the  world’s 
largest  custodian,  is  exploring  not  only  ways  blockchain  might 
be  used  to  clear  and  settle  payments  but  also  whether  it  can 
be  used  to  administer  stock  dividends.  It’s  also  testing  what 
it  calls  BK  Coins  for  internal  employee  rewards.  Visa,  the  big 
card  issuer,  has  labs  in  both  Europe  and  the  U.S.  that  are 
studying  aspects  of  blockchain. 

British  bank  Barclays  is  going  the  collaboration  route,  work¬ 


ing  with  five  different  Bitcoin  technology  startups  in  London 
and  New  York,  including  Atlas,  which  is  focused  on  mobile 
banking  in  developing  countries,  and  Everledger,  which  is  using 
shared  ledgers  to  track  the  provenance  of  diamonds,  with 
an  eye  to  reducing  diamond  fraud  and  theft.  Spanish  bank 
Santander  is  moving  on  two  tracks:  An  internal  team  is  experi¬ 
menting  with  digital  currencies,  while  its  InnoVentures  fund  will 
reportedly  soon  make  an  investment  in  a  blockchain  startup. 

And  here’s  an  intriguing  development:  Fidelity  Invest¬ 
ments  recently  applied  for  a  trademark  on  FIDELITYCOIN.  The 
mutual  fund  company  declined  to  comment  on  what  it  plans 
to  do  with  it.  —L.S. 


actions,  announced  its  Gyft  card 
subsidiary  would  use  Chain.com’s 
blockchain  platform  to  manage  gift 
cards  for  small  businesses.  Gyft  al¬ 
ready  has  300  larger  retailers  using 
its  system  for  giving  and  spending 
gift  cards  via  mobile  phone;  CEO 
Vinny  Lingham  says  blockchain  of¬ 
fers  a  cheaper,  more  secure  solu¬ 
tion  that  will  allow  Gyft  to  sign  up 
thousands  of  small  merchants,  too. 
Ludwin  “knows  what  he’s  doing,  and 
the  technical  team  is  really  sharp  as 
well,”  Lingham  says. 

Gyft,  which  was  started  with 
Silicon  Valley  VC  money  in  2012  and 
was  acquired  by  First  Data  in  2014, 
illustrates  one  advantage  estab¬ 
lished  companies  have  in  the  Bitcoin 
game.  Merchants  and  consumers 
need  to  have  faith  that  the  gift  card 


company  acting  as  the  blockchain 
intermediary  won’t  go  the  way  of 
Mt.  Gox,  the  Bitcoin  exchange  that 
collapsed  in  2014. 

The  cost  of  complying  with  regu¬ 
lations  presents  another  barrier  to 
entry.  “We’re  not  expecting  to  have 
a  lot  of ‘two  guys  in  the  garage’  pro¬ 
viding  money  services  to  financial 
institutions,”  says  Stanford’s  Athey. 
Still,  given  the  money  Silicon  Valley 
is  throwing  into  this  area,  and  the 
banks’  own  battered  reputations, 
their  incumbent  advantage  could  be 
short-lived.  Surveys  show  Millen- 
nials,  in  particular,  are  receptive  to 
getting  their  financial  services  from 
tech  companies. 

As  JPMorgan  Chase  CEO  Jamie 
Dimon  put  it  in  his  April  letter  to 
shareholders,  “Silicon  Valley  is  com¬ 


ing.”  (He’ll  be  covered  in  any  crystal 
ball  contest:  Just  15  months  earlier 
he  had  predicted  Bitcoin’s  demise.) 

When  threatened  by  technologi¬ 
cal  innovations,  established  indus¬ 
try  players  have  typically  resisted 
(think  of  the  recording  industry’s 
lawsuits  against  Napster)  or  been 
slow  to  respond  (as  many  traditional 
media  companies  have  been  to  the 
rise  of  the  Internet).  The  big  finan¬ 
cial  institutions  seem  to  be  breaking 
that  pattern  by  embracing  block- 
chain  technology.  Still,  Athey  notes, 
they  “face  the  classic  dilemma  that 
they’re  earning  fees  and  profiting 
from  existing  systems,”  which  makes 
it  institutionally  hard  for  them  to 
deploy  new  technologies. 

One  Bitcoin  player  with  a  wide- 
angle  view  is  Barry  Silbert,  who  in 
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2004  created  SecondMarket,  an  elec¬ 
tronic  exchange  for  tough-to-trade 
assets.  In  2013  he  started  the  Digital 
Currency  Group,  which  now  has 
investments  in  more  than  50  block- 
chain  companies.  The  global  institu¬ 
tions  are  looking  at  blockchain,  he 
says,  for  ways  to  reduce  their  current 
costs,  for  opportunities  to  generate 
new  revenues  and  also  “from  a  very 
defensive  position— which  is,  in  20 
years  what  does  a  bank  look  like?” 

Nasdaq  CEO  Griefeld  answers 
questions  about  how  blockchain 
might  affect  its  profits  this  way:  “We 
know  if  we  find  a  good  way  to  deliver 
value  to  the  customers  in  the  indus¬ 
try,  the  numbers  will  follow. ...  It’s 
really  about,  ‘Let’s  find  the  proper 
use  for  it— where  we  can  change  the 
world— and  then  the  investment  re¬ 
turns  will  follow.’  ” 

hain.com  isn’t  the  only  com¬ 
pany  angling  to  help  finan¬ 
cial  institutions  make  this 
transition  and  stay  in  the  game.  In 
late  July,  for  example,  itBit,  an  ex¬ 
change  that  recently  opened  in  the 
United  States  with  a  trust  charter, 
announced  a  new  enterprise  product 
it  calls  Bankchain.  Rather  than  using 
the  public  Bitcoin  blockchain,  it  uses 
what  is  called  a  permissioned  ledger: 
The  computers  on  the  network  will 
belong  to  participating  institutions. 
(RRE  Ventures,  Ludwin’s  VC  alma 
mater,  is  an  investor  in  both  itBit  and 
Chain.com.) 

Other  startups,  too,  are  looking  to 
these  limited-access  systems.  Digital 
Asset  Holdings,  headed  by  former 
JPMorgan  Chase  executive  Blythe 
Masters,  plans  to  launch  ledgers  for 
such  products  as  corporate  syndi¬ 
cated  loans,  private  stock  and  repur¬ 
chase  agreements.  Syndicated  loan 
trades,  for  example,  can  take  20  days 
or  longer  to  settle,  thus  adding  risk, 
which  requires  more  capital. 

Overstock.com  is  testing  ledgers 
tailored  for  trading  private  debt  and 
public  equities.  San  Francisco-based 
Ripple  Labs,  using  its  own  protocol, 


has  created  a  closed  distributed  led¬ 
ger  that  can  transfer  any  currency, 
whether  its  own  (known  as  XRP)  or 
a  government-issued  currency,  from 
the  dollar  to  the  euro  to  the  Chinese 
yuan.  It  has  entered  several  strate¬ 
gic  partnerships,  including  a  test  of 
international  money  transfers  with 
payments  network  Earthport  and 
another  money  transfer  pilot  with 
German  online  bank  Fidor. 

Ludwin  understands  the  con¬ 
cerns  that  some  established  finan¬ 
cial  institutions  have  with  conduct¬ 
ing  multimillion-dollar  transactions 
on  a  network  of  anonymous  com¬ 
puters.  So  Chain.com  is  running 
its  projects  for  the  big  players  on 
permissioned  ledgers.  It  is  also  con¬ 
sidering  creating  sidechains:  block- 
chains  that  connect  to  the  Bitcoin 
public  blockchain  and  are  tailored 
for  specific  industries.  But  ultimate¬ 
ly  this  question  of  the  public  Bitcoin 
blockchain  versus  a  private  permis¬ 
sioned  ledger  is  somewhat  like  VHS 
versus  Betamax,  Ludwin  says.  In 
the  long  run  no  one  will  remem¬ 
ber  or  care.  What  will  matter  most 
for  existing  financial  institutions  is 
whether  or  not  they  act  in  time  and 
adapt  to  the  new  world  of  shared 
ledger  technology. 

So  far,  says  Ludwin,  Chain.com 
is  working  with  more  than  a  dozen 
established  companies,  including 
several  major  financial  institu¬ 
tions  and  big  telecom  and  energy 
companies  that  he  won’t  name. 
That’s  in  addition  to  more  than  100 
startups,  including  rising  Bitcoin 
stars  ChangeTip  (which  enables 
small  online  transfers),  21.co  (a  Bit- 
coin  mining  venture)  and  BitPesa 
(which  facilitates  money  transfers 
to  Africa). 

Chain.com’s  goal,  Ludwin  says, 
is  to  be  a  strategic  partner,  helping 
companies  conceptualize  and  build 
new  blockchain  ecosystems  and 
products.  “I  wish  I  could  share  more 
about  what  everyone  is  working  on,” 
he  says,  “but  when  you  strike  oil,  you 
don’t  say  so  in  the  newspaper.”  Q 


Connectivity 
is  productivity 


Boost  performance  and 
customer  experience  by 
doing  business  anywhere, 
anytime  on  any  device. 

Employees,  partners  and 
customers  already  expect 
to  access  information  and 
data  from  anywhere  at  any 
time.  HP  helps  you  develop 
more  secure  applications 
with  radically  improved 
user  experiences,  for 
faster  and  more  seamless 
communication  and  lower 
costs,  hp.com/furtherfaster. 
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RAVEL 


Rooms  with  viewings: 
Laura  Lee  Brown  and 
Steve  Wilson  keep 
a  penthouse  above 
the  flagship  21c  hotel 
in  Louisville  that’s 
available  to  guests. 


The  Artful  Lodgers 

21c  Museum  Hotels  began  as  a  Kentucky 
power  couple's  attempt  to  save  downtown 
Louisville  and  became  a  lesson  in  building 
mini-masterpieces  for  travelers. 

BY  ABRAM  BROWN 


Four  naked  children  are  playing 
behind  the  front  desk  at  the  21c 
Museum  Hotel  in  Louisville  when 
I  arrive.  The  fact  that  they’re  stat¬ 
ues  by  contemporary  artist  Judy 
Fox  doesn’t  make  the  scene  any  less  disturb¬ 
ing,  and  that’s  exactly  the  point  behind  having 
these  shameless  sprites  at  check-in.  After  all,  a 
night  at  this  hotel  is  truly  a  night  at  a  museum. 

Founded  in  2006,  21c  Museum  Hotels 
combine  provocative  contemporary  art  (the 
name  refers  to  the  21st  century)  and  luxuri¬ 
ous  lodging  in  areas  of  the  country  that  are 
typically  flown  over.  As  conceived  by  art 
collectors  and  philanthropists  Steve  Wilson 


and  Laura  Lee  Brown— he  a  former  political 
operative,  she  a  Brown-Forman  heiress— the 
hotels  are  often  in  historic  buildings,  grace¬ 
fully  reimagined  by  New  York  architect  Deb¬ 
orah  Berke,  and  feature  museums  filled  with 
a  permanent  collection  of  art  as  well  as  tem¬ 
porary  shows.  As  with  the  nude  nymphs  at 
check-in,  the  pieces  are  purposefully  uncon¬ 
ventional  and  unconventionally  displayed. 
Anyone  can  visit  the  galleries  (free  of  charge) 
at  any  time,  though  guests,  naturally,  have  the 
truest  24/7  access  to  the  exhibitions. 

“We  were  only  planning  on  doing  the  one 
in  Louisville,”  Wilson  says  of  the  91-room 
flagship,  where  rooms  start  at  $229  a  night. 

“It  wasn’t  long  after  it  opened  that  we  had 
this  tremendous  response,  and  friends  and 
advisors”— a  group  who  had  originally  plead¬ 
ed  with  them  not  to  try  this  concept  at  all — 
“began  to  say,  ‘You  really  ought  to  do  more  of 
these.  If  you  don’t,  someone  else  will.’  ” 

A  second  21c  opened  five  years  later  in  Cin¬ 
cinnati,  156  rooms  inside  the  once  grand  (and 
now  grander)  Metropole  Hotel.  A  conversa¬ 
tion  with  the  couple’s  friend  Alice  Walton  led 
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TRENDING 


What  the  70  million 
Forbes.com  users 
are  talking  about. 

For  a  deeper  dive  go  to 

FORBESLIFE.COM 

BILLY  MCFARLAND 

The  23-year-old 
entrepreneur  behind 
the  Magnises,  the  so- 
called  black  card  for 
Millennials,  has  added  a 
new  perk  to  his  prestige 
service:  a  concierge. 

COMPANY 

MADEWORN 

Founded  by  L.A.- 
based  designer  Blaine 
Halvorson,  MadeWorn 
hand-engraves  the 
case  and  bracelet  of  an 
Apple  Watch— or  even 
a  Rolex— to  give  it  a 
timeless  patina. 

IDEA 

PORTABLE 
PRIVATE  ISLANDS 

Want  that  paradise  to 
go?  Amiilarah  Private 
Islands  is  offering 
customizable,  self- 
sufficient,  eco-friendly 
islands  that  can  be  built 
anywhere  on  earth, 
from  Miami  to  the 


Maldives. 


to  a  third  21c  in  Bentonville,  Ark.,  near  Wal¬ 
ton’s  Crystal  Bridges  Museum  of  American 
Art.  That  location  broke  with  convention  and 
went  into  a  custom-built  building.  In  March  a 
hotel  opened  in  Durham,  N.C.,  125  rooms  in  a 
17-story  Art  Deco  tower  (designed  by  the  same 
architects  who  built  the  Empire  State  Build¬ 
ing,  which  the  hotel  resembles). 

Within  the  next  year  two  more  21c  hotels 
will  open— in  Lexington,  Ky.  and  Oklahoma 
City— and,  by  2018,  another  three,  in  Kansas 
City,  Nashville  and  Indianapolis.  Wilson  and 
Brown’s  desire  for  the  hotels  to  take  their 
place  as  a  city’s  cultural  center  has  kept  their 
horizons  limited  (and  away  from  megalopo- 
'  Uses  such  as  New  York  and  Los  Angeles). 

Unlike  most  boutique  chains,  21c  hotels  do 
not  all  look  the  same,  but  they  share  the  same 
posh  details  and  playful  spirit— from  gourmet 
chocolates  on  pillows  and  rubber  duckies  in 
the  showers  to  the  trademark  flock  of  penguin 
statues  in  each  location  (moved  constantly  by 
guests  and  staff).  And  fine  dining  is  a  hall¬ 
mark,  with  menus  pushing  diners  to  expand 
their  palates  beyond  local  fare.  (“No  one  was 
serving  octopus  in  Louisville  before  us,”  Wil¬ 
son  says  proudly.  “No  one  [in  Cincinnati]  was 
doing  a  burnt  carrot  salad.  No  one  had  ever 
heard  of  a  ramp.”) 

Look  up  from  your  meal  in  a  21c  restaurant, 
as  I  did  from  a  dish  of  bison  meatballs  (from 
a  herd  on  Wilson’s  property),  and  you’ll  find 
that  the  museum  part  of  the  stay  has  already 
started.  The  exhibitions  stretch  across  the 
entire  hotel.  “The  art  is  integrated  into  every¬ 
thing  we  do,”  says  Alice  Gray  Stites,  the  firm’s 


chief  curator.  ‘You  know,  even  the  stairwell 
to  the  spa  in  Cincinnati  is  an  artist’s  installa¬ 
tion.”  (It  resembles  a  moving  field  of  grass.) 
Themed  exhibitions  often  showcase  work  by 
well-known  artists,  such  as  Cindy  Sherman, 
Kara  Walker  and  Chuck  Close,  and  also  fea¬ 
ture  dramatic  pieces  by  lesser-known  painters 
and  sculptors.  “I  have  found  that  in  each  of 
our  cities  there  are  wonderful  young  artists,” 
Stites  continues,  “and  we  work  with  them  to 
either  show  their  work  or  work  on  our  instal¬ 
lation,  which  provides  an  opportunity  to  see 
great  art  that  you  might  not  be  exposed  to  in 
other  cities.” 

Currently  on  display  in  Durham  is  a  collec¬ 
tion  of  paintings,  sculpture  and  photography 
exploring  how  human  perception  can  be 
swayed;  in  Cincinnati,  a  Warhol-esque  collec¬ 
tion  of  brightly  colored  pop-culture  portraits; 
and  in  Louisville,  an  exhibition  meditating  on 
how  humans  interact  with  the  environment. 

It  includes  a  disturbing  painting— created  by 
Louisville  artist  Grant  Hayunga 
after  peyote-fueled  visions— of 
what  appears  to  be  a  horse-headed 
woman  masturbating  and  streaked 
in  blood.  All  of  the  work,  naturally, 
is  left  up  to  personal  interpreta¬ 
tion.  “I  thought  it  was  a  man,”  Wil¬ 
son  says,  shrugging,  when  asked 
about  the  equine  shape. 

Across  the  gallery,  he  spots  a  mother  and 
child  posing  for  a  picture.  “Is  that  a  selfie 
stick?”  Wilson  asks.  A  quick  glance  confirms— 
yes,  a  selfie  stick.  “Good,  like  that.  They’re 
getting  close  to  the  art.”  3fC 
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"Everything  important  that  I  have  done  can  be  put  into  a  little  suitcase." 


-MARCEL  DUCHAMP 
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Philippines  Indonesia 


Kelly  Zong 

President,  Hongsheng 
Beverage  Group,  China 


Anthony Tan 

Group  CEO,  GrabTaxi, 
Singapore 


Sri  Prakash  Lohia 

Group  Chairman, 
Indorama  Group, 
Indonesia 


Jack  Cowin 

Chairman  &MD, 
Competitive  Foods 
Australia,  Australia 


Douglas  Hsu  William  E.  Heinecke 

Chairman  &  CEO,  Far  Chairmans  CEO, 

Eastern  Group,  Taiwan  Minor  International, 

Thailand 


Raj  Kumar  Shinta  Widjaja  Forrest  Li 

Group  Chairman,  Kamdani  Chairman!  Group 

Royal  Holdings,  CEO,  Sintesa  Group,  CEO.Garena, 

Singapore  Indonesia  Singapore 


David  Arison 

Board  Member,  Arison 
Investments, Ted 
Arison  Family 
Foundation,  Israel 


Ho  Ren  Hua 

CEO,  Thai  Wah  Group, 
Thailand 


Goodwin  Gaw  VishalSikka  Wendy  Yap  Serge  Pun 

Managing  Principals  CEOSMD.Infosys,  President!  CEO,  Chairman,  SPA  Group, 
Chairman,  Gaw  Capital,  USA  Nippon  Indosari  Myanmar 

Hong  Kong  Corpindo,  Indonesia 


Joseph  E.Aoun 

President, 
Northeastern 
University,  USA 


Binod  K.  Chaudhary  Romi  Haan 

President,  President!  CEO,  HAAN 

Cinnovation-Chaudhary  Corporation,  South 

Group,  Nepal  Korea 


Yoshito  Hori  James  E.Thompson 

President,  GLOBIS  Chairman,  Crown 
University,  Managing  Worldwide  Group  of 
Partner,  GLOBIS  Capital  Companies,  Hong  Kong 
Partners,  Japan 
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HARBOR  FREIGHT 


QUALITY  TOOLS  AT  RIDICULOUSLY  LOW  PRICES 


How  Does  Harbor  Freight 
Sell  GREAT  QUALITY  Tools 
at  the  LOWEST  Prices? 


We  have  invested  millions  of 
dollars  in  our  own  state-of-the-art 
quality  test  labs  and  millions  more 
in  our  factories,  so  our  tools  will  go 
toe-to-toe  with  the  top  professional 
brands.  And  we  can  sell  them  for 
a  fraction  of  the  price  because  we 
cut  out  the  middle  man  and  pass 
the  savings  on  to  you.  It’s  just  that 
simple!  Come  visit  one  of  our 
600  Stores  Nationwide. 


SUPER  COUPON 


FREE 

■with  ANY  purchase 
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MULTIMETER 
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REG.  PRICE  $279.99 


100%  Satisfaction  Guaranteed 
Over  25  Million  Satisfied  Customers 


No  Hassle  Return  Policy 

Lifetime  Warranty  On  All  Hand  Tools 


600  Stores  Nationwide 
HarborFreight.com  800-423-2567 


NewLifeMats.com  |  1.866.435.6287 
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Standing  is  only  good  for  you 
if  it’s  done  right. 


Provides 
proper  support 
so  back,  legs 
and  feet 
don’t  hurt. 


•  Premium  comfort  for 
healthy  &  happy  standing 

•  Bounce-back  memory 
restores  energy 

•  Dramatically  reduces 
fatigue  &  discomfort 

•  Non-slip  bottom  &  beveled 
edges  for  added  safety 

•  Made  with  eco-friendly 
Bio-Foam  in  the  USA  Ite 


ORDER  YOURS  TODAY  &  STAND  IN  COMFORT® 


Do  YOU  own  The  RIGHT  STOCKS? 


ANALYZE  ANY  STOCK  FREE! 

Visit  www.VectorVest.com/FBS 


K?  VectorY est* 

Stock  Analysis  and  Portfolio  Management  System 


Kirby  Allison’s 

Hanger  project 


A  little  Saphir®  goes  a  long  way. 

The  finest  shoe  polish  known  to  man, 
and  other  products  lor  the  discerning,  at 

ElangerProject.com 


Mtoutu  dor  ms 

PARIS 
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WeatherTech 

American  Manufacturing  Done  Right! 


Laser  Measured 

FloorLiner™ 


Designed  in  USA  - 
Hand  crafted  in  Germany 


Accessories  Available  for 

Acura  •  Audi  •  BMW  •  Buick  •  Cadillac  •  Chevrolet  •  Chrysler  •  Dodge  •  Ferrari  •  Ford  •  GMC  •  Honda  •  Hummer  •  Hyundai  •  Infiniti 
Isuzu  •  Jeep  •  Kia  •  Land  Rover  •  Lexus  •  Lincoln  •  Maserati  •  Mazda  •  Mercedes-Benz  •  Mercury  •  Mini  •  Mitsubishi  •  Nissan 
Oldsmobile  •  Plymouth  •  Pontiac  •  Porsche  •  Saab  •  Saturn  •  Scion  •  Subaru  •  Suzuki  •  Toyota  •  Volkswagen  •  Volvo  •  and  more! 

Order  Now:  800-441-6287 

M  American  Customers 

-  WeatherTech.com 

1^1  Canadian  Customers 
■  WeatherTech.  ca 

1  European  Customers 

1  WeatherTechEurope.com 

©  2015  by  MacNeil  IP  LLC 

Magnetic  Steel  Whiteboard  Walls 


WhiteWalls  give  you  and  your 
team  an  unlimited  blank  slate  that 
encourages  original  ideas  and 
fosters  out  of  the  box  solutions. 


WhiteWalls.com® 


'-'over  Rd 


THE  CUREfothe 
COMMON  GIFT! 

Award-winning  wines  from  California  s 
best  artisan  wineries  will  delight  and 
impress  everyone  on  your  list. 


The  California  Wine  Club 

1-800-777-4443 

www.cawineclub.com 

Void  where  prohibited. 

Plus  tax  where  applicable. 


Ultimate  Sales  Growth  Engine 

Unlimited  Hot  Sales  Leads  &  FREE  CRM! 


Includes  Unlimited... 

Sales  Leads 

Email  Lists 
Free  CRM 
Mailing  Lists 

...Even  on  your  Mobile  Devices 

Only  SjQ'  g5/m0nth 


30  DAY  FREE  TRIAL 

go  to  infofree.com/fm 


Lists  so  good  they  were  featured  on 
60  Minutes f  &  Forbes f! 


K1  Suffl 


Infofree 

Hot  Sales  Leads  +  CRM  =  $$$ 


1-877-448-0101 
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THOUGHTS 


FINAL  THOUGHT 

“ The  more  paintings 
you  look  at,  the  fewer 
good  ones  you  see” 

—MALCOLM  FORBES 


APRIL  18.  1988 


THE  TOP  MARKET 
LETTERS  ARE  BULLISH 


WILL  CONGRESS 
HIKE  THE  GAS  TAX? 


WHAT'S  AHEAD  FOR 
CELLULAR  TELEPHONES 


rilRlii:  1)01.1  AILS  SPY  IMA  IIVI  UNI'S 


SOUR  ON 
STOCKS, 
WART  OF 
BONDS... 


HOW  ABOUT 
INVESTING 
IN  ART?  at* 


"Sit  down,  hold  on  to  your  chair  and  check  out  some  recent  prices: 
$53.9  million  for  Van  Gogh's  'Irises,'  $2.7  million  for  the  so-called 
hairy  paw  Cadwalader  chair  and  $3.6  million  for  Giacometti's 
'Large  Standing  Woman  EL'  It’s  enough  to  drive  thoughtful 
observers  to  make  not-so-thoughtful  observations  that  today's 
art  market  is  another  tulipomania  in  the  making,  that  prices  have 
been  inflated  to  the  point  of  hysteria  and  that  art  auction  houses 
are  using  hyperbole  to  promote  speculative  excess." 

-FROM  THE  APR.  18, 1988  ISSUE  OF  FORBES 


ON  THE  ART  MARKET 

"Buy  old  masters.  They  fetch  a  better  price  than  old 
mistresses."  —LORD  BEAVERBROOK 


"Art,  like  morality,  consists  in  drawing  the  line 
somewhere."  — G.K.  CHESTERTON 


“I  sometimes  feel  I  have  nothing  to  say,  and  I  want 
to  communicate  this."  —DAMIEN  HIRST 


"Any  sort  of  pretension  induces  mediocrity  in  art 
and  life  alike."  -MARGOT  fonteyn 


"I  would  like  to  see  the  good  in  art  made  popular 
and  the  popular  made  good."  —RICHARD  EYRE 


"I  have  put  wisdom  in  the  hearts  of  all  the  gifted 
artisans,  that  they  may  make  all  that  I  have 
commanded  you.”  —EXODUS  31:6 


"When  you  pay  high  for  the  priceless,  you're  getting 
it  cheap.”  -JOSEPH  DUVEEN 


"Ninety  percent  of  the  art  I  buy  will  probably  be 
worthless  in  10  years’  time.”  —CHARLES  SAATCHI 


"To  the  accountants,  a  tme  work  of  art  is  an 
investment  that  hangs  on  the  wall." 

-HILARY  ALEXANDER 


"It  is  so  much  worse  to  be  a  mediocre  artist  than  to 
be  a  mediocre  post  office  clerk.”  -RUDOLF  BING 


OTHER  THOUGHTS  FROM  THAT  ISSUE: 

DAWN  OF  AN  ERA  “There  is  no  question  that  cellular  is  an  important 
breakthrough  in  telecommunications.  With  today’s  newer  portable  phones, 
you  can  walk  down  Fifth  Avenue  in  Manhattan  while  talking  to  your 
spouse  in  Boise,  or  your  partner  in  Tokyo.  Pretty  soon  the  gear  will  be  cheap 
enough  that  teenagers  can  take  a  phone  with  them  on  dates.” 


"A  lot  of  my  work 
is  about  sales.  And 
it  was  about  being 
independent  from  the 
art  market." 

-JEFF  KOONS 


"An  art  can  only 
be  learned  in  the 
workshop  of  those 
who  are  winning  their 
bread  by  it." 

-SAMUEL  BUTLER 


DOLLAR  BILL  DECLINES  “Timing’s  everything— almost— in  politics, 

and  no  one— almost— can  control  it.  Senator  Bill  Bradley  could  have  had  a 
real  crack  this  time  at  being  the  Democratic  nominee  for  President. 

He  has ...  ducked  the  opportunity  because  he  doesn’t  feel  ‘ready’ yet.” 


"If  Botticelli  were  alive  today,  he'd  be  working  for 

Vogue."  -PETER  USTINOV 
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66  We  all  know  what  makes  Africa  such  an  extraordinary 
opportunity.  Some  of  the  fastest- growing  economies  in 
the  world.  A  growing  middle  class.  Expanding  sectors 
like  manufacturing  and  retail.  One  of  the  fastest- 
growing  telecommunications  markets  in  the  world.  More 
governments  are  reforming,  attracting  a  record  level 
of  foreign  investment.  It  is  the  youngest  and  fastest- 
growing  continent,  with  young  people  that  are  full  of 
dreams  and  ambition.  ?  ? 


PIVOTAL  EGYPT 

The  Next  1 00  Years 


Egypt  has  always  played  a  pivotal  role,  regionally  and 


PRINCIPAL  JETS 

Readies  for  Takeo 


globally.  Now  it  is  reinventing  itself  for  a  new  century  of 
leadership,  stability  and  inclusive  prosperity. 


Interest  in  private  aviation  in  Africa  has  grown 
steadily  over  the  past  few  years. 


3 


DYNAMIC  GROWTH  IN  THE 


Democratic  Republic  of  Congo 


Within  the  bustling  city  of  Kinshasa,  the  capital  of  the 
Democratic  Republic  of  Congo,  a  transformation  of 
tremendous  significance  is  taking  place. 


With  an  ambitious  new  economic  plan,  the  heart  of 
West  Africa  builds  on  its  strengths  and  looks  ahead. 


■ 


BALANCING  GROWTH 

- 1  _ 


and  Responsibility 


Zenith  Bank  PLC  has  grown  to  become  Nigeria’s 
largest  bank  based  on  Tier-1  capital,  and  the  sixth- 
largest  bank  in  Africa  since  it  was  founded  in  1990. 


wBBBm 


THE  AFRICAN 
RENAISSANCE 


Whenever  the  discussion  comes  up  around  our 
offices  about  what  the  next  great  opportunity  is  in  the 
world,  I  always  say  that  we  have  to  look  at  the  African 
continent’s  burgeoning  economies  as  a  beacon  for 
growth  in  the  next  decade. 

I  witnessed  this  excitement  firsthand  during  our 
Forbes  Afrique  launch  in  Brazzaville  in  2012,  and  we 
see  it  every  day  at  Forbes  Media.  No  American  media 
company  can  match  our  investment  in  Africa.  Over  the 
past  decade,  we’ve  produced  international  editions  in 
four  languages,  dozens  of  Emerging  Markets  profiles, 
numerous  Forbes.com  articles  on  the  news  and 
financial  markets  of  Africa,  and,  of  course,  our  annual 
“Best  of  Africa”  promotional  section  and  event.  Our 
focus  on  Africa  has  grown  to  unimagined  heights  from 
just  a  decade  ago. 

If  you  are  like  me,  you  have  long  heard  the  call  of  an 
African  Renaissance  that  promises  enormous  growth. 
But  the  new  improved  political  conditions  and  the  future 
elections  promised  in  the  next  decade  show  me  that  the 
only  barrier  for  even  minimal  growth  is  the  availability  of 
investment  capital  into  which  those  countries  can  tap. 

Looking  at  investment  opportunities  in  Africa  for  the 
next  1 0  years,  there  is  so  much  to  be  considered.  I  read 
recently  of  President  Clinton  reflecting  after  one  of  his 
trips  thattoo  often  Africa  is  seen  as  one  entity  with  serious 
and  perhaps  overwhelming  problems,  instead  of  as  a 
continent  with  different  nations  with  distinct  political, 
economic  and  social  conditions,  some  quite  promising. 
That  was  true  then  and  now,  just  a  decade  later, 


Christopher  Forbes,  Vice  Chairman  of  Forbes  Media  with  Paul  Trustfull,  Forbes 
Emerging  Markets  Editor-in-Chief 


when  President  Obama  convened  the  U.S. -Africa 
Leaders  Summit— the  largest  gathering  any  American 
President  has  ever  hosted  with  African  heads  of  state 
and  government.  We  are  moving  in  the  right  direction. 

My  optimism  is  further  reinforced  when  I  consider  the 
new  democratic  elections  in  Nigeria,  the  opening  of  the 
New  Suez  Canal  waterway,  the  Inga  Dam  project  in  the 
DRC,  the  successful  rebuilding  of  Nairobi  airport,  and 
thefact  that  six  of  the  top  1 2  fastest-growing  economies 
measured  by  the  World  Bank  are  African.  There  is  a 
renewed  spirit  that  calls  to  the  prescient  21st-century 
investor  that  now  is  the  time  to  join  the  wave 
of  excitement  across  the  Atlantic. 

CHRISTOPHER  FORBES 

VICE  CHAIRMAN  -  FORBES  MEDIA 


BY  PAUL  TRUSTFULL 


President  El  Sisi  signs  the  operating  document  of  the  New  Suez  Canal.  Background:  French  President  Francois  Hollande,  King  Abdullah  II  of  Jordan  and 
President  Joseph  Kabila  of  the  Democratic  Republic  of  Congo 


Egypt  has  always  played  a  pivotal 
role,  regionally  and  globally.  Now  it  is 
reinventing  itself  for  a  new  century  of 
leadership,  stability  and  inclusive  prosperity. 

For  a  country  as  old  as  Egypt,  which 
has  seen  it  all— thousands  of  years  of 
rule  by  pharaohs,  centuries  of  quixotic 
political  mega  projects,  the  rise  and  fall  of 
dynasties  and  big  ideas— a  renaissance, 
by  definition,  has  to  be  more  than  mere 
theatrical  flourish. 

Take,  for  example,  the  New  Suez  Canal, 
which  officially  opened  for  business  on 
August  6.  The  new  $8.5  billion  canal 
symbolizes  an  Egyptian  renaissance  as  the 
country  recovers  from  four  years  of  political 
and  economic  tumult.  The  canal  is  freighted 
with  Egyptian  hopes  and  dreams  in  a  way 
that  the  historic  146-year-old  original  was 
not,  and  is  an  authentic  template  for  the  new 
Egypt.  According  to  President  Abdel  Fattah  El 
Sisi,  “The  new  canal  is  just  the  first  step  of  a 
thousand  steps  we  have  to  take.” 


BLAZING  A  NEW  PATH  FOR 
TODAY’S  EGYPT 

Egypt  is  going  through  a  transformation,  both 
politically  and  economically,  says  Egyptian 
Prime  Minister  Ibrahim  Mahlab.  It’s  the  start 
of  the  next  100  years,  a  good  100  years,” 
adds  Foreign  Minister  Sameh  Shoukry. 

“Egypt  has  played,  regionally  and 
internationally,  a  pivotal  role  for  centuries,” 
agrees  economist  Dr.  Ahmed  El-Mokadem, 
who  advised  British  Prime  Minister  Margaret 
Thatcher  on  economic  policy  during  her  rise 
to  power. 

“The  canal  is  an  investment  that  will  change, 
structurally,  world  trade  at  large.  This  explains 
President  Sisi’s  describing  it  as  ‘one  step  of  a 
thousand,’  not  just  for  the  pivotal  Egypt,  but 
for  the  whole  world,”  he  says. 

The  construction  of  the  New  Suez  Canal 
has  added  a  35-km  channel  to  the  original 
164-km-long  link  between  the  Mediterranean 
and  the  Red  Seas,  and  has  widened  and 


deepened  an  additional  37-km-long  section  of 
the  existing  canal. 

Beyond  physical  growth,  the  project  is 
serving  to  expand  a  crucial  artery  of  global 
trade,  through  which  an  estimated  10% 
of  shipments  pass.  Among  its  numerous 
benefits,  the  canal  will: 

•  Increase  daily  waterway  traffic  from 
49  ships  today  to  97  vessels,  moving 
concurrently  in  both  directions,  by  2023; 

•  Serve  as  the  center  for  developing  the 
Nile  corridor  as  a  whole,  which  will  turn 
into  a  giant  logistical,  ship-servicing  and 
manufacturing  hub; 

•  More  than  double  annual  revenues  for  the 
national  coffers  to  roughly  $13.5  billion 
by  2023; 

•  Position  Egypt  at  the  heart  of  the  new 
economic  world  order  and  underline  its 
importance  as  the  guarantor  of  a  new, 
secure  transit  route  for  global  trade; 

•  Shorten  canal  transit  times  drastically— 
from  20  hours  to  1 1  hours. 


4  Forbes  Custom 


Most  importantly,  unlike  the  original  Suez 
Canal,  which  opened  in  1869,  this  is  an 
authentically  Egyptian  project.  It  was 
conceived  by  Egyptian  President  El  Sisi; 
financed  in  just  eight  days  by  Egyptians 
who  bought  five-year  investment  certificates 
issued  by  the  government;  and  built  by  43,000 
Egyptians  in  one  year,  rather  than  the  three  it 
was  projected  to  take. 


“The  new  canal  is  just  the  first 
step  of  a  thousand  steps  we 
have  to  take.  ” 

PRESIDENT  ABDEL  FATTAH  EL  SISI 


During  the  same  week  as  the  canal’s 
official  launch,  the  U.S.  began  a  ministerial- 
level  strategic  dialogue  with  Egypt,  thereby 
underlining  Cairo’s  importance  as  one  of 
Washington,  D.C.’s  closest  allies  in  the 
Middle  East.  Significantly,  U.S.  Secretary  of 
State  John  Kerry  was  in  the  Egyptian  capital 
72  hours  ahead  of  the  opening  of  the  new 
waterway  that’s  been  described  by  President 
Sisi  as  “Egypt’s  gift  to  the  world.”  Secretary 
Kerry  declared  that  Egypt  remains  “vital... to 
stability  in  the  region  as  a  whole.” 

A  SOURCE  OF  NATIONAL  PRIDE 


The  occurrence  of  both  events  in  the  same  week 
“was  a  happy  coincidence,”  Kerry’s  Egyptian 
counterpart,  Foreign  Minister  Shoukri,  said. 
“The  country  is  on  a  new  path  politically,  socially 
and  economically.  After  a  difficult  transition  in 
the  last  four  years,  there  is  a  determination  to 
address  the  people’s  needs,  and  these  include 
generating  employment  and  national  pride.” 

Nevine  Lofti,  CEO  and  managing  director  of 
Abu  Dhabi  Islamic  Bank,  agrees  that  the  New 
Suez  Canal  is  about  national  pride.  “It  is  proof 
that  Egypt  can  deliver,  can  do  what  it  says  it 
will,  on  time,  and  of  course  it  will  bring  in  more 
foreign  exchange,”  she  adds. 

Dr.  Hani  Sarie-Eldin,  managing  partner  of 
the  eponymous  law  firm  that  advised  the  new 
canal  project,  says,  “It  is  a  signal  that  Egypt 
can  do  big  projects.  It  is  the  first  among  many 
upcoming  projects.  Work  will  soon  start  on  the 
East  Port  Said  first  industrial  cluster  with  space 
for  200  to  300  factories.  All  in  all,  the  new  canal 
and  the  new  special  economic  zone  is  a  good 
strategic  decision.” 


OPTIMISM  TO  FUEL  GROWTH 


But  if  the  strategy  is  to  continue  as  a  pivotal 
country,  says  Dr.  El-Mokadem,  Egypt  needs  to 
bring  about  some  key  changes.  “Egypt  needs 
so  desperately  to  return  to  the  golden  age,  a 
return  to  the  fever  and  zeal  of  Egypt’s  1919 
revolution,  which  was  nationalistic  in  every 
single  detail.  Politically,  this  means  resorting 
to  the  politics  of  conviction  in  place  of  the 
politics  of  convenience.” 


President  El  Sisi  presenting  the  New  Suez  Canal 

This  new  sense  of  optimism  is  showing  up 
in  other  sectors  too.  The  $12  billion  energy 
project  announced  by  British  oil  giant  BP 
after  the  March  international  economic 
conference  in  Sharm  El  Sheikh  signaled  a  vote 
of  confidence  in  Egypt’s  investment  climate. 
Other  companies  like  Apache,  which  has 
invested  $6.5  billion  in  Egypt  over  the  last  four 
years,  are  also  responding  to  the  quickening 
sense  of  change  and  opportunity. 

Many  believe  that  there  is  a  more  profound 
reason  for  the  national  mood  of  celebration 
than  the  simple  explosion  of  pride  in  a 


Forbes  Emerging  Markets  Editor-in-Chief  Paul 
Trustful I  and  Egyptian  Foreign  Minister  Sameh  Shoukry 


massive  achievement. 

Spanning  the  northeast  corner  of  Africa 
and  the  southwest  corner  of  Asia,  and 
bordered  by  the  Mediterranean,  Egypt  has 
always  been  a  natural  huE  country.  But  it 
has  more  than  fortuitous  geography  in  its 
favor.  Egypt  has  many  advantages,  including 
an  overwhelmingly  young  population.  This 
demographic  has  traditionally  held  a  leading 
role  within  the  region,  Africa  and  beyond  as  an 
important  and  authoritative  voice. 

For  example,  social  entrepreneur  Dr.  Akef 
El  Maghrabi  is  proving  Egypt’s  pan-African 
ambitions  in  the  health  sector  by  building 
the  state-of-the-art  Maghrabi  ICO  Cameroon 
Eye  Institute  in  Yaounde,  Cameroon,  which  is 
Central  Africa’s  first  nonprofit  sub-specialty 
eye  hospital  and  training  center.  This  is  part 
of  a  larger  plan  to  provide  quality  eye  care 
across  Africa. 


Egyptian  Prime  Minister  Mahlab  with  Forbes 
Emerging  Markets  Editor-in-Chief  Paul  Trustful I  and 
Global  Strategic  Consultants  CEO  Dr.  Mona  Zaki 


As  Prime  Minister  Mahlab  reminded  leaders 
from  26  African  nations  at  the  Sharm  El  Sheikh 
economic  forum  in  June— which  convened  to 
sign  an  historic  free  trade  agreement— Egypt 
is  committed  to  deepening  African  unity. 

In  addition,  today’s  Egypt  boasts  a  buoyant 
stock  market,  surging  international  investor 
confidence  and  a  clutch  of  bold  new  projects— 
including  a  new  administrative  capital  east  of 
Cairo  and  the  reclamation  of  swaths  of  desert. 
Truly,  the  new  Egypt  is  being  built  before  the 
eyes  of  a  wondering  world. 

If,  as  was  once  said  by  noted  academic  and 
poet  Muhammad  Iqbal,  nations  are  born  in  the 
hearts  of  poets  but  prosper  or  die  in  the  hands 
of  politicians,  President  El  Sisi  may  have 
gotten  both  the  poetry  and  the  prose  just  right. 
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History  rewritten. 

Geography  reshaped. 
Economic  potential  unleashed 


In  only  one  year,  Egyptians  completed  the  new  Suez  Canal 
Their  gift  to  the  global  economy. 

Imagine  what  they  can  do  in  a  decade. 
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arab  african  international  bank 


Confidence..  Distinction 


EGYPTIAN  TELECOMS  AND  IT: 
ON  THE  DIGITAL  MOVE 


With  18  marine  cables  providing  top- 
quality  connectivity  to  60  nations,  Egypt’s 
dynamic  IT  plans  are  under  way. 

From  2011  through  2013— a  period 
of  political  turmoil  that  some  analysts 
describe  as  Egypt’s  lost  years— it  was 
business  as  usual  for  the  country’s  contact 
centers  and  business  processing  and 
information  technology  (IT)  outfits.  They 
continued  to  deliver  to  their  customers,  a 
feat  that  underlined  the  solid  foundations 
and  potential  of  a  sector  that  is  set  to 
grow  in  the  next  few  years  on  account  of 
Egypt’s  unique  strengths.  These  include  a 
multilingual  workforce,  the  annual  addition 
of  50,000  graduates  with  infotech-related 
degrees,  low-service  delivery  costs  and  a 
time  zone  that  syncs  with  European  needs. 

According  to  Khaled  Negm,  Egypt’s 
minister  of  communications  and 
information  technology,  “Aggressive 
plans  are  in  place  to  develop  telecom 
infrastructure  and  the  regulatory 
framework.  Internet  penetration,  speed 
and  price  issues  have  been  addressed  and 
pilot  projects  for  public  organizations  are 
under  way.” 

The  French  Orange  Group,  which  owns 
more  than  98%  of  Egypt’s  Mobinil,  is  the 
leading  mobile  service  provider  in  Egypt. 
As  part  of  a  26-nation  presence  in  Africa, 
with  local  investments  of  up  to  $300 
million  annually  in  the  sector,  it  believes 
that  the  fast-growing  population  and 
strong  infrastructure  will  pay  off.  CEO 
Yves  Gauthier  says,  “Egypt  is  a  strategic 
asset  for  the  Group;  the  Egyptian  market  is 
definitely  a  promising  one.” 

Add  to  this  the  logistical,  technical  and 


moral  support  provided  to  the  global 
services  sector  by  the  country’s  Information 
Technology  Industry  Development  Agency 
(ITIDA),  and  Egypt  is  transmitting  a  clear 
message:  it’s  on  the  digital  move. 

“We’re  focused  on  growing  the 
international  demand  for  information  and 
communications  technology  (ICT)  services 
provided  by  Egyptian  companies,”  says 
ITIDA  CEO  Hussein  El  Gueretly,  “and  that 
includes  creating  a  strategic  map  with  an 
econometric  model  on  where  we  want  to 
go,  how  and  by  when.”  ITIDA  is  housed  in 
Cairo’s  impressive  high-tech  Smart  Village, 
the  world-class  business  hub  on  the  Cairo- 
Alexandria  road. 

Even  without  a  detailed  road  map  for  the 
future,  Egypt  believes  it  is  well  positioned 
to  serve  six  key,  fast-growing  African 
markets— Nigeria,  Ghana,  Ethiopia,  Kenya, 
Zambia  and  Tanzania— as  well  as  the 
Middle  East  and  large  swaths  of  Europe. 

“Egypt  is  in  a  very  good  position  to 
become  a  Tier-1  Point  of  Presence  (POP) 
for  Internet  in  the  region,  and  Orange  can 
play  a  role  as  a  major  Internet  carrier  to 
support  this  development,”  says  Gauthier. 

He  notes  that  Mobinil  is  committed  to 
service  and  innovation,  including  offering 
high-definition  voice  technology  to  its 
customers;  enabling  prepaid  customers 
to  recharge  their  credit  on  a  per-second 
basis;  proposing  a  unique  loyalty  program; 
and  providing  new  services  such  as 
mobile  money,  machine-to-machine,  and 
managing  customers’  accounts  from  their 
mobile  phones. 

Telecom  Minister  Negm  says  the  next 
year  “will  witness  major  milestones  in 
Egypt’s  all-inclusive  e-government  plan.” 
This  includes  entering  the  next  era  of 
telecom  development  with  4G  technology. 
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Aggressive  plans  are 
in  place  to  develop 
telecom  infrastructure 
and  the  regulatory 
framework. 
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HIGH-IMPACT  ENTREPRENEUR  SETS 
THE  STAGE  FOR  EGYPTIAN  GROWTH 

Audacity,  vision  and  an  economic  climate  ripe 
for  innovation  are  inspiring  Egypt’s  youthful 
entrepreneurs  to  reach  up  and  out.  Basil  El 
Baz,  Egypt’s  ammonia  magnate,  is  a  prime 
example  of  such  ambition. 

Basil  El  Baz  was  still  a  student  at  Harvard 
when  he  had  a  big  idea  for  a  business.  It 
involved  producing  ammonia  at  home  in  Egypt 
and  exporting  this  vital  raw  material,  which 
is  used  in  manufacturing  fertilizers,  cleaning 
fluids,  Plexiglass,  car  seat  belts  and  more. 
He  was  convinced  the  idea  would  succeed, 
mostly  because  no  one  was  producing  it  in 
Egypt.  “Ammonia  is  a  very  basic  building 
block;  80%  of  everything  we  eat  or  drink  is 
because  of  ammonia,”  he  says. 

But  there  was  a  catch:  El  Baz  was  just  19 
years  old,  he  knew  nothing  about  ammonia, 
and  he  belonged  to  a  prominent  Egyptian 
family  of  high-achievers  who  firmly  believed 
in  educational  excellence  and  the  more 
traditional  professions,  including  those  of 
doctor,  lawyer  and  engineer. 

How  was  he  going  to  start  a  company 
that  would  respond  to  his  country’s  needs— 
notably,  the  creation  of  basic  industrial  plants 
and  products? 

“Countries  like  Egypt  have  skipped  the 
industrial  revolution  and  become  a  Lego 
assembly  line  with  no  real  competitive 
advantage,”  says  El  Baz.  “I  initially  thought 
of  becoming  a  university  professor,  but  then 
I  decided  I  would  do  what  I  would  have 
taught  my  students:  to  produce  something.  I 
wanted  it  to  be  an  intermediate  product  and 
a  versatile  one.” 

El  Baz’s  determination  to  make  it— and 
to  test  his  inner  mettle  in  the  process— 
became  an  eight-year  journey,  marked  by  a 
succession  of  potholes.  He  faxed  German, 
Italian  and  Japanese  companies  to  see  if 
they  would  build  an  ammonia  plant  for  him. 
He  established  a  U.S.  company  in  Delaware 
solely  for  the  purpose  of  printing  a  business 
card  that  made  him  seem  more  professional. 
He  bought  cheap  airline  tickets  for  four  of 
his  college  friends  to  fly  to  Houston  from 
Boston  and  pose  as  his  management  team  at 
a  key  meeting  with  then-Halliburton  affiliate 
KBR— a  leading  engineering,  construction 
and  services  company— with  the  hope  that 
they’d  buy  into  his  production  plant. 

KBR  agreed  to  do  the  preliminary 
study,  which  led  to  a  comprehensive  loan 
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guarantee  from  the  U.S.  Export-Import 
Bank.  In  addition,  El  Baz  received  much- 
needed  financial  and  legal  advice  from 
French  bank  Societe  Generate  and  two 
other  big  firms,  based  solely  on  a  success 
fee.  And  New  York-based  Transammonia 
agreed  on  paper  to  buy  El  Baz’s  new 
ammonia  supply.  In  September  2005,  the 
company  was  off  and  running. 

Today,  as  CEO  of  Carbon  Holdings,  El  Baz  is 
not  only  the  multimillionaire  founder  of  several 
big  production  companies  that  he  built  from 
scratch,  he  is  also  a  symbol  of  Egypt’s  can-do 
class  of  emerging  business  leaders. 


Even  though  he  modestly  rejects  the  poster 
boy  label  for  Egyptian  entrepreneurship,  El 
Baz  agrees  that  his  predominantly  young 
country  needs  to  embrace  a  culture  of 
innovation,  risk-taking  and  wealth  creation 
white  destigmatizing  failure  and  occasional 
bankruptcy. 

“Fifty  percent  of  the  population  is  under 
age  30,”  he  says.  “They  can’t  all  be  doctors 
and  lawyers,  when  just  ten  high-impact 
entrepreneurs  would  create  100,000  jobs.” 

Kick-starting  that  engine  of  growth  would 
result  in  many  more  success  stories  in  Egypt 
like  El  Baz’s. 


Basil  El  Baz,  CEO  of  Carbon  Holdings 


EGYPTIAN  BANKING  AND  INVESTMENT: 
THE  MARCH  TO  THE  FUTURE 

The  Egyptian  banking  sector  of  today  is  bullish 
about  economic  opportunity,  progressive 
reform  and  online  banking  services. 

In  July,  Moody’s  Investors  Service,  the 
leading  credit  ratings  agency,  reported  to 
the  world  what  Egyptian  banks  and  their 
customers  already  knew:  that  the  country’s 
banking  system  was  stable. 

On  the  heels  of  Egypt’s  upgraded  credit 
rating,  Moody’s  lead  analyst,  Melina  Skouridou, 
predicted  positive  outcomes  over  the  next  1 2 
to  1 8  months:  “We  expect  that  Egypt’s  banking 
system  will  benefit  from  improved  operating 
conditions,  resulting  in  rising  consumer 
confidence  and  business  investments,  which 
in  turn  will  support  loan  growth  and  asset 
quality,”  she  said. 

“The  main  thing  to  say  about  the  banking 
sector  is  that  it  was  not  a  burden  on  Egyptian 
taxpayers  in  the  last  four  years;  the  market 
is  well  regulated;  and  management  is  good 
in  the  majority  of  banks,”  says  Hisham  Ezz 
Al-Arab,  chairman  and  managing  director 
of  Commercial  International  Bank  (CIB),  the 
country’s  largest  private-sector  bank. 

Hassan  Abdalla,  vice  chairman  and  managing 
director  of  Arab  African  International  Bank 
(AAIB)— a  51 -year-old  joint  venture  between 
the  Central  Bank  of  Egypt  and  the  Kuwait 
Investment  Authority— agrees.  “I  was  exposed 
to  New  York  and  London  financial  sectors  in  the 
mid-1 980s.  Over  the  years,  I  came  to  realize  the 
huge  potential  and  resilience  of  the  Egyptian 
banking  sector— which  has  been  the  result  of 
a  strong  regulator  and  a  comprehensive  reform 
plan  that  was  enacted  in  2004— leading  to  the 
consolidation  of  the  banking  sector  and  the 
adoption  of  international  standards  for  risk 
management  and  compliance,”  he  says. 

A  NEW  ERA  FOR  EGYPTIAN  BANKING 

Today,  the  sector  is  moving  to  the  next  phase, 
says  Al-Arab.  “We’ve  recommended  steps  that 
should  be  taken  on  legal  issues,  technology, 
regulation  and  tax  compliance.  There  are 
certain  laws  that  are  redundant,  and  there 
are  those  that  were  last  amended  in  1969. 
Everyone  is  determined  to  remove  the  hurdles 
that  are  stopping  the  banking  sector  from 
moving  into  the  21st  century.” 

Room  for  growth  induced  New  York-based 
investment  firm  Concord  Group  to  enter  Egypt. 
“It’s  the  only  country  in  Africa  with  which  we  do 


business,”  says  Mohamed  Younes,  chairman 
of  Concord  International  Investments,  which 
manages  Egyptian  securities  funds  of  roughly 
$2  billion.  He  stresses  Concord’s  perception  of 
low  risk  in  investing  in  Egypt’s  future  and  its 
appreciation  of  the  growth  potential.  Concord’s 


er 


track  record  includes  the  Best  Asset  l\ 
distinction  by  Capital  Finance  International. 

Looking  ahead,  banks  both  new  and  old  to 
the  Egyptian  market  agree  that  there  needs  to 
be  a  push  to  attract  new  customers,  including 
those  who  have  never  had  an  account. 


'We  see  Egypt  as  the  most  secure  and  stable  country  in  Africa; 
Europe  and  the  U.S.  should  take  notice 

MOHAMED  YOUNES 

CHAIRMAN  OF  CONCORD  INTERNATIONAL  INVESTMENTS 
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Abdalla  says  his  firm  is  optimistic  about 
its  future  in  the  region.  “The  next  50  years 
will  make  AAIB  a  viable  regional  player  and 
the  harbinger  of  global  investments  into  the 
region,  including  Africa  as  a  whole,”  he  says. 

He  adds  that  AAIB  has  changed  a  great 
deal  during  the  last  decade.  “It’s  moved 
from  being  a  bank  to  a  financial  group,  which 
substantiated  its  history  and  positioning  as 
a  forerunner  in  serving  big  corporates.  With 
the  evolving  economic  and  social  landscape 
in  Egypt,  the  middle  market  emerges  as  an 
area  of  growth.  We’ve  been  progressing  in  this 
sector  by  enhancing  and  customizing  our  trade 
finance  services.  Going  forward,  we  launched 
a  small  and  medium-sized  enterprise  (SME) 
fund  through  our  asset  management  company 
to  cater  to  that  segment.  Furthermore,  we 
are  broadening  our  services  to  establish  a 
microfinance  company.” 


DIGITAL  BANKING  WELCOMES  A  NEW 
WAVE  OF  CONSUMERS 

The  need  to  diversify  the  customer  base  is  the 
common  refrain  among  Egypt’s  bankers  at  this 
crucial  point  in  the  country’s  evolution. 

“Even  though  Egypt  is  over  5,000  years  old, 
it  is  a  very  young  market.  And  it’s  very  ready 
for  digitalization,”  says  Nevine  Lotfi,  CEO  and 
managing  director  of  Abu  Dhabi  Islamic  Bank 
(AD IB),  which  entered  the  country  in  2007,  and 
is  bullish  on  all  the  peripheral  banking  business 
and  financial  services  that  the  New  Suez  Canal 
and  desert  communities  will  generate.  She 
adds  that,  “By  2020,  we  would  like  to  reach  5% 
market  share,  even  though  we  are  the  new  kid 
on  the  block.”  ADIB,  which  is  Sharia-compliant 
by  conforming  to  Islamic  principles,  has  70 
branches  across  the  country,  and  is  focused  on 
elevating  its  level  of  service. 


Hassan  Abdalla,  Vice  Chairman  and  Managing 
Director  of  Arab  African  International  Bank 


Nevine  Lotfi,  CEO  and  Managing  Director  of  Abu  Dhabi  Islamic  Bank 


There’s  room  for  growth  and  change  in  the 
market,  agrees  Dr.  Adel  Labban,  Group  CEO 
and  managing  director  of  Ahli  United  Bank, 
which  plans  a  massive  expansion  to  bring  its 
services  closer  to  potential  customers. 

That  would  need  to  include  those  who  work 
in  the  unregistered  sector,  which  is  70%  of  the 
economy,  says  CIB’s  Al-Arab.  His  bank  plans 
to  take  mobile  and  Internet  banking  to  a  whole 
new  level.  “Just  20%  of  our  600,000  customers 
are  doing  Internet  banking,  but  when  we  launch 
mobile  banking  soon,  we  will  make  it  mandatory 
to  download  our  banking  app,”  he  says. 

Indeed,  there  are  already  signs  of  a  new 
inclusiveness.  “Since  201 1 ,  deposits  have  been 
growing  in  double-digit  numbers,”  Al-Arab 
says,  “and  nearly  half  of  the  64  billion  Egyptian 
pounds  raised  to  finance  the  New  Suez  Canal 
came  from  new  customers— people  who  didn’t 
previously  have  bank  accounts.” 

“Egypt  has,  of  course,  had  a  challenging 
time,  and  there  are  still  challenges,”  says 
ADIB’s  Lotfi.  “In  Egypt,  during  the  slowdown 
and  the  Revolution,  the  banking  sector  truly 
held  its  own  and  remained  unscathed,”  she 
adds,  explaining  that  her  bank  had  judged  it  a 
fortuitous  time  to  restructure  and  prepare  for 
the  market’s  return.  “2015  is  looking  like  an 
excellent  year.” 

This  is  about  building  the  new  Egypt, 
something  that  Younes  sums  up  with  a  reference 
to  President  El  Sisi’s  exhortation  earlier  this 
year  at  the  Sharm  El  Sheikh  conference:  “The 
march  of  Egypt  to  the  future  will  continue.”  And 
for  Egypt’s  bankers,  it  is  serving  as  a  manifesto. 
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NEW  DEVELOPMENTS 
FUEL  INNOVATION 


Dr.  Hani  Sarie-Eldin,  Chairman  of  SODIC 


EGYPT'S  REAL  ESTATE  BOOM: 
NO  END  IN  SIGHT 


Demand  continues  to  outstrip  supply  as  Egypt’s 
residential  and  commercial  real  estate  markets 
perform  exceedingly  well. 

While  it  dreams  of  a  digital  revolution,  Egypt 
remains  attached  to  bricks 
and  mortar,  and  its  real  estate 
sector  offers  solid  proof  of  that. 

“Real  estate  has  been  the 
best  investment  in  the  country 
in  the  past  40  to  50  years,” 
says  Dr.  Hani  Sarie-Eldin, 
non-executive  chairman  of 
SODIC,  the  second-largest 
listed  property  developer  in 
Egypt.  “Demand  continues 
to  be  intense  and  insatiable,” 
he  adds. 

This  is  hardly  surprising, 
considering  that  Egypt  has  a 
relatively  young  population, 
combined  with  an  annual 
shortfall  of  at  least  500,000 
housing  units  in  major  cities. 

Meanwhile,  economic  growth 
and  recovery  have  spurred 
demand  for  office  space  and 
commercial  units  as  well.  In 
addition,  real  estate  anchors 
the  hopes— and  savings— of 
millions  of  Egyptians  as  they 
hedge  risks  against  currency 
devaluation,  so  this  might 
justifiably  be  described  as 
an  exciting  period  for  the 
property  market. 


Currently,  demand  is  so 
high  that  Smart  Village,  the 
world-class  business  hub 
on  the  Cairo-Alexandria 
road,  which  is  Egypt’s  first 
communications  and  IT 
cluster,  is  busy  with  plans 
for  the  second  phase  of 
expansion.  Nearly  70%  of 
the  650  acres  allocated  to 
the  development  has  already 
been  built  using  a  distinctive 
modern  architectural  style 
with  elements  harkening 
back  to  ancient  Egyptian  civilization.  The 
beautifully  landscaped  complex,  with  its  own 
natural  gas  and  solar  supply,  recreational 
facilities  and  pyramid-shaped  Think  Tank  Cafe, 
offers  576,000  square  feet  of  operational  office 
space  and  73  operational  buildings  that  house 
160  multinational  and  Egyptian  companies, 
including  Microsoft,  Vodafone,  Intel,  Nokia, 


Hewlett-Packard  and  Huawei. 

Meanwhile,  SODIC  has  announc 
to  invest  1  billion  Egyptian  pounds  (US$130 
million)  in  a  host  of  new  projects.  These 
include  Villette,  a  signature  collection  of 
residential,  commercial  and  lifestyle  products 
in  the  fast-growing  metropolis  of  New  Cairo, 
and  Caesar,  its  first  coastal  project. 

The  development,  a  250-km  drive  from  Cairo, 
is  meant  to  offer  customers  the  chance  to 
acquire  a  second  home  on  one  of  Egypt’s  most 
stunning  Mediterranean  bays. 

Caesar  may  sound  like  a  bit  of  a  departure 
for  SODIC,  which  is  responsible  for  more  than 
3  million  square  meters  of  developed  land  in 
Cairo’s  new  urban  communities,  but  “it’s  in 
line  with  our  diversification  strategy,”  says 
SODIC’s  Managing  Director  Ahmed  Badrawi. 

He  explains  the  company’s  growth— citing 
doubled  market  capitalization  last  year— as 
the  consequence  of  being  “in  a  sector  where 
demand  outstrips  supply  in  all  situations.” 

It’s  also  one,  says  Dr.  Sarie-Eldin,  “in 
which  every  single  launch  meets  the  highest 
expectations.” 
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A  building  in  Cairo’s  Smart  Village 
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El  Nour  wal  Amal  Orchestra  with  soprano  Dalia  Fade I  performing  at  the  American  University  in  Cairo  in  April  2015.  El  Nour  Wa  Amal  (Light  and  Hope),  an  Egyptian  orchestra 
of  40  blind  women,  will  play  the  “El  Nour  wal  Amal,  ”  an  Arab  opera  composed  by  Tarek  Benouarka,  on  September  30,  2015  at  the  Cairo  Opera  House,  featuring  soprano 
Dalia  Fade I  and  tenor  Ragaa  El  Din. 


EGYPT’S  SOFT  POWER: 

CULTURAL  TOURISM 

In  an  unremarkable  building  in  the  bustling 
Heliopolis  district  of  Cairo,  40  women  cradle 
string  and  wind  instruments.  At  the  maestro’s 
count  of  wahid,  ithnain,  thalatha  (one,  two, 
three  in  Arabic),  they  begin  to  play.  The  sweet 
strains  of  a  new  Arabic  language  piece  by  a 
French  Algerian  composer  fill  the  air.  Some  of 
the  musicians  sway  gently  or  tap  their  feet  in 
time  to  the  music,  until  the  maestro  calls  for 
them  to  stop. 

“Let’s  take  that  last  bit  again,”  he  says. 
“Wahid,  ithnain,  thalatha." 

The  rehearsal  continues  until  well  after 
sunset,  and  the  windows  in  neighboring  shops 
and  apartments  are  solid  blocks  of  light. 

This  might  seem  like  another  day  in  the  life 
of  an  orchestra,  except  that  this  is  no  ordinary 
ensemble.  Al  Nour  Wal  Amal  orchestra  is 
comprised  exclusively  of  blind  musicians.  The 
women  can  read  music  in  Braille,  but  because 
they  can’t  play  and  read  at  the  same  time,  they 
memorize  their  pieces.  Typically,  they  can  play 
roughly  45  orchestral  pieces  from  memory  at 
any  given  time. 

It  is  an  astounding  feat,  but  then  so  is  the 
orchestra  itself,  which  takes  its  name  from 


the  Egyptian  non-governmental  organization 
that  was  founded  a  half-century  ago  to  help 
poor  blind  girls  in  Cairo.  In  the  years  since,  its 
branches  have  spread  throughout  the  country, 
and  the  Cairo  ensemble  has  toured  the  world. 
At  each  stop  it  has  been  hailed  as  a  human 
miracle;  an  Austrian  host  once  described  it  as 
the  fourth  pyramid  on  the  Giza  Plateau. 

The  orchestra  is  a  snapshot  of  Egypt’s 
vibrant  cultural  scene,  with  art  and  music 
flourishing  against  the  backdrop  of  the 
country’s  more-traditional  tourist  sites,  such 
as  the  pyramids,  ancient  temples  and  tombs 
of  the  pharaohs,  Nubian  villages  in  Aswan, 
and  Cairo’s  Old  Quarter. 

“We  live  in  an  age  of  entrepreneurs 
and  innovators  looking  to  live  in  creative 
places,”  says  Dr.  Mona  Zaki,  CEO  of  Global 
Strategic  Consultants  and  a  specialist  on 
strategic  thinking  and  international  business 
development.  “I  believe  that  as  the  creative 
sector  grows  in  importance,  the  role  of  arts 
and  culture  will  be  more  appreciated.” 

To  her  point,  a  2009  Organization  for 
Economic  Co-operation  and  Development 
study  examined  the  impact  of  culture  on 
tourism  through  South  Korea’s  Temple  Stay 
program.  Temple  Stay  is  a  cultural  experience 
designed  to  help  people  understand  Korean 


Buddhism.  The  study  found  that  cultural 
tourism  can  contribute  enormously  to 
giving  foreign  visitors  a  new  perspective 
on  a  country.  According  to  the  report,  “An 
entrepreneur  with  a  creative  way  of  thinking 
in  developing  cultural  tourism  products  and 
innovative  problem-solving  can  build  a  dream 
into  a  reality.” 

This  may  be  a  good  prescription  for  Egypt’s 
tourism  industry,  which  accounts  for  more 
than  10%  of  the  country’s  GDP,  but  has  been 
suffering  from  the  turbulent  aftereffects  of 
the  2011  revolution.  Last  year,  it  drew  just 
9.9  million  visitors,  a  disappointing  figure 
compared  to  the  high  of  15  million  in  2010. 

Nevertheless,  according  to  financier  Karim 
Helal,  managing  director  of  Carbon  Holdings, 
tourism  is  Egypt’s  most  promising  economic 
sector.  “Egypt  is  indeed  gifted,”  he  says. 
“The  best  ambassadors  for  a  destination  are 
the  tourists.” 

To  maximize  this  potential,  Egypt  has  set 
a  bold  new  goal  for  its  tourism  sector  of 
20  million  visitors  by  2020  and  is  actively 
advertising  its  varied  cultural  attractions. 

A  special  note  of  thanks  to  Dr.  Hesham 

Khalil,  the  Consul  General  of  Egypt  to  the 
U.K.,  for  his  great  support  of  this  section. 
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The  beauty  of  Egypt  is  that  there  is  no 
formula.  It  just  is.  Egypt  is  unique.  It 
is  deeply  loved,  and  has  been  so  by 
millions  over  time.  This  is  no  ordinary  love.  It  is 
a  consuming  passion. 

I  am  one  of  the  millions  who  have  adored 
Egypt  from  near  and  far.  I  am  one  of  the  more 
than  10  million  Egyptians  who  have  lived 
away  from  her  for  years— but  the  greater  the 
distance  and  the  longer  the  separation,  the 
more  intense  the  commitment. 

Why?  The  answer  is  simple:  She  is 
unmatched.  Her  beauty  is  unique.  The  clear 
blue  of  the  Mediterranean  Sea  might  be  her 
serene  eyes;  the  shores  of  the  Red  Sea  her 
flushed  cheeks;  the  dark  dreamy  nights  her 
hair.  Remember,  it  was  her  ears  that  uniquely 
heard  the  only  conversation  between  God 
and  the  Prophet  Moses.  And  it  was  her  mouth 
that  was  the  first  to  recite  the  “One  God  Aten” 
prayer  as  well  as  the  Ten  Commandments.  In 
her  sweet  voice  is  mingled  the  call  to  prayer 
from  mosques  and  the  ringing  of  church  bells. 

As  one  of  Egypt’s  great  expatriate  sons, 
composer  Halim  El-Dabh  has  sung:  “With 
hugs,  with  hugs,  with  hugs,  oh  my  beautiful 
country,  on  a  date  all  your  children  assemble, 
oh  my  country  your  festivals  return,  and  your 
absentees  could  not  bear  being  away,  they 
all  return  hugging  you,  I  hug  you  my  darling 
mother,  my  country,  as  a  song  in  my  blood, 
and  on  your  chest  I  rest  my  head  and  get  rid 
of  my  worries.” 

In  the  Messiah,  El-Dabh  celebrates  her 
sacred  soul:  “Oh,  my  word  go  around  the 
length  and  width  of  the  world,  open  the  eyes 
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of  all  human  beings  to  all  that  happened  on 
her  land,  on  her  land  Jesus  the  Messiah  left 
his  footprints.” 

Around  Egypt’s  neck,  which  is  as  beautiful 
as  that  of  one  of  her  great  queens,  Nefertiti, 
hangs  a  unique  necklace.  It  is  a  delta-shaped 
one,  with  a  dangling  Nile.  Her  beautiful  green 
dress  is  made  of  her  fertile  fields  and  topped 
with  a  golden  scarf  of  the  desert  sands. 

In  her  hand,  she  holds  the  key  to  the  Nile 
and  she  stands  almost  in  the  center  of  the 
world,  with  an  unmatched  location  in  terms 
of  transit  and  trade.  Within  herself,  she  holds 
the  fount  of  life  with  hundreds  of  thousands 
of  acres  of  lush  green  land  that  are  able  to 
feed  more  than  100  million  people.  And  then 
there  is  the  Nile. 

Egypt  is  the  gift  of  the  great  river,  and  to 
sail  down  it  means  a  voyage  past  more  than 
a  third  of  the  world’s  antiquarian  treasures— 
from  temples  to  statues,  valleys  rich  with 
tombs  and  mummies  to  museums  full  of 
artifacts,  unique  mosques  and  churches. 
As  the  Nile  merges  into  the  Mediterranean, 
Africa  is  to  the  left  and  Asia  to  the  right. 
Egypt’s  beauty  lies  in  where  she  is  and  what 
she  is:  an  ancient,  wise  and  glorious  land  with 
the  potential  to  be  one  of  the  happiest  and 
most  prosperous  nations  on  earth. 

Dr.  Ahmed  El-Mokhadem,  educated  in  both 
Egypt  and  the  U.K.,  is  one  of  the  founders  of 
the  British-Egyptian  Society  and  a  keen  collector 
of  antiquarian  books  on  Egypt.  A  prominent 
economist  and  business  consultant  who  once 
sen/ed  Margaret  Thatcher,  he  now  focuses  on 
writing,  public  service  and  charitable  work. 


“In  her  sweet  voice  is  mingled  the  call  to  prayer  from  mosques  and  the  ringing  of  church  bells.  ” 

DR.  AHMED  EL-MOKHADEM 
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DYNAMIC  GROWTH  IN  THE 
DEMOCRATIC  REPUBLIC  OF  CONGO 

Within  the  bustling  city  of  Kinshasa,  the  capital  of  the  Democratic  Republic  of  Congo 
(DRC),  a  significant  economic,  social  and  political  transformation  is  taking  place,  which  is 
having  a  positive  effect  on  the  nation’s  economy,  As  one  of  the  largest  democracies  on  the 
African  continent,  the  nation  of  79  million  stands  as  a  beacon  of  prosperity  in  the  region. 


Prime  Minister  Ponyo  reviews  the  cyclists  at  the  at  the  3rd  annual  Tour  Cyclist  International  DRC. 


Over  the  past  three  years,  the  nation  has  grown  at  high  double¬ 
digit  rates,  attracting  the  attention  of  international  agencies 
and  businesses  keen  on  tapping  fresh  opportunities.  As  one  of 
the  leading  economies  in  sub-Saharan  Africa,  the  nation  has  surprised 
the  world  through  its  resilient  growth  and  work  to  improve  the  lives  of 
Congolese  citizens. 

Under  the  leadership  of  President  Joseph  Kabila  and  Prime  Minister 
Matata  Ponyo  Mapon,  the  nation  has  received  greater  recognition  by 
the  global  community  for  its  progress  toward  economic  goals,  social 
reforms  and  infrastructure  upgrades. 

GREATER  OPPORTUNITIES  FOR  GLOBAL  COMPETITIVENESS 

Earlier  this  summer,  the  capital’s  international  airport,  N’Djili 
International,  opened  a  new  international  terminal.  Congolese  Airport 
Authority  Director  General  Bilenge  Abdallah  reports  that  the  new 
terminal  will  have  the  capacity  to  handle  1  million  passengers  per  year. 
The  upgrade  is  timely,  and  consistent  with  air  transport  industry  growth 
throughout  Africa.  Aviation  is  the  next  infrastructure  growth  frontier 
for  Africa,  according  to  key  indicators  presented  at  the  June  2015 
International  Air  Transport  Association  (IATA)  Aviation  Day  for  Africa  and 
the  Middle  East  in  Nairobi,  Kenya.  The  industry’s  resurgence  is  driven 
by  positive  economic  growth  across  Africa,  increasing  urbanization  and 
an  expanding  middle  class,  IATA  CEO  Tony  Tyler  told  delegates:  “IATA 

14  Forbes  Custom 


forecasts  indicate  that  over  the  next  20  years,  passenger  growth  in 
Africa  will  be  the  world’s  fastest.” 

Among  the  international  leaders  that  have  chimed  in  to  acknowledge 
positive  growth  achievements  in  the  DRC  is  First  Deputy  Managing 
Director  (IMF)  David  Upton.  “I  was  impressed  by  the  progress  made 
over  the  last  five  years  in  bringing  about  economic  stability  and  robust 
growth,  which  resulted  in  the  DRC  recording  the  third-fastest  growth 
rate  in  the  world  in  2014,”  Lipton  stated,  following  a  visit  to  the  DRC  in 
March.  “I  was  also  encouraged  by  the  authorities’  intention  to  build  on 
this  record  and  to  transform  the  Democratic  Republic  of  Congo  into  a 
more  inclusive  economy.” 

STRONG  ECONOMIC  PERFORMANCE  AND  VAST  POTENTIAL 

Known  for  its  abundance  of  natural  resources,  which  are  estimated  to 
be  worth  more  than  $24  trillion,  the  nation  has  progressed  significantly 
as  its  economy  has  diversified  to  expand  its  vast  agricultural  and 
human  capital  potential. 

The  DRC  economy  did  fairly  well  overall  in  201 4,  with  sustained  growth 
of  8.9%,  controlled  inflation  (1.2%)  and  a  virtually  stable  exchange  rate 
(slipping  0.1%),  reports  the  African  Development  Bank  Group  (AfDB). 
The  bank  expects  growth  to  continue  in  the  short  and  medium  term, 
with  favorable  external  conditions,  steady  reduction  of  the  infrastructure 
deficit  and  expanding  investment  due  to  continuing  government  reforms. 


President  Kabila  cuts  ribbon  at  new  airport  terminal  in  N'Djili  Airport. 


Healthy  growth  prospects  are  among  the  positive  economic  factors  cited 
by  Moody’s  Investors  Service  in  its  May  2015  credit  analysis  for  the  DRC. 

“We  expect  growth  to  flourish  on  the  back  of  significant  foreign 
investment  in  the  mining  sector,  and  for  consumption  to  follow  suit  as  the 
economy  recovers  from  more  than  two  decades  of  civil  war,”  says  Aurelien 
Mali,  Moody’s  senior  analytical  advisor  for  Africa  and  co-author  of  the 
report.  Moody’s  expects  economic  growth  to  average  1 0.2%  over  the  next 
two  years,  which  is  3.4%  higher  than  the  average  rate  achieved  over  the 
past  1 0  years. 

Prudent  monetary  policies  have  both  encouraged  this  growth  and 
kept  inflation  low.  In  addition  to  the  impressive  growth  reports  and 
projections,  other  macroeconomic  indicators  show  encouraging  signs 
of  progress.  The  nation’s  currency,  the  Congolese  franc,  has  remained 
stable.  National  wealth  has  doubled  due  to  more  efficient  tax  collection. 
And,  perhaps  most  important,  public  and  private  investment  has 
increased  significantly. 

A  LOOK  AT  THE  LEADERSHIP:  THE  TENURE  OF  PRIME 
MINISTER  MATATA  PONYO  MAPON 

Formerly  the  nation’s  minister  of  finance,  Prime  Minister  Matata 
Ponyo  Mapon  has  garnered  tremendous  praise  both  nationally  and 
internationally.  As  a  technocrat  with  the  ability  and  passion  to  bring 
change  to  the  Central  African  nation,  Prime  Minister  Ponyo,  a  firm 


10.2% 

PERCENTAGE  OF  ECONOMIC  GROWTH  EXPECTED  IN 
THE  ORC  OVER  THE  NEXT  TWO  YEARS.  3.4%  HIGHER  THAN 
THE  AVERAGE  RATE  ACHIEVED  OVER  THE  PAST  10  YEARS 


believer  in  stability  and  the  private  sector  as  keys  to  national  growth, 
has  worked  to  encourage  free  enterprise  throughout  the  DRC.  During 
his  tenure  within  the  ministry,  Ponyo  helped  change  the  investment 
climate  of  the  nation  and  began  enacting  newer  measures  to  protect 
shareholders  and  boost  capital  flow  to  the  country. 

The  prime  minister  understands  that  future  of  the  DRC  rests  not  on 
the  government,  but  on  a  public-private  mandate  to  create  opportunities 
and  growth  that  can  only  occur  when  the  rule  of  law  and  governance 
allow  for  the  rights  of  investors  and  citizens  to  be  protected. 

Within  his  term  as  prime  minister,  Ponyo  focused  his  attention  on 
key  initiatives  that  would  help  the  nation  prosper.  From  bolstering  the 
legal  system  by  implementing  investor-friendly  regulations,  lowering 
corporate  taxes  and  decreasing  the  amount  of  bureaucracy  for  starting 
and  running  enterprises,  the  prime  minister  followed  through  on 
actionable  goals  to  illustrate  to  the  world  the  potential  of  the  DRC  under 
proper  governance. 
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New  construction  equipment  for  the  Boma-Matadi  road  project 


A  NEW  GENERATION  OF 
PUBLIC  ADMINISTRATORS 

A  prime  example  of  the  DRC’s  commitment  to 
best  practices  in  government  is  the  new  crop 
of  civil  administrators  who  received  degrees 
at  the  National  School  of  Administration 
(ENA).  Founded  in  1960  as  the  National 
School  of  Law  and  Administration  (ENDA), 
the  school  ceased  operations  in  1971  and  re¬ 
launched  in  April  2013  as  ENA.  Its  mission  is 
to  help  the  DRC  strengthen  and  modernize 
its  public  administration.  This  July,  ENA 
conferred  academic  degrees  to  its  first  60 
graduates  during  a  ceremony  in  Kinshasa.  The 
graduates  completed  an  intensive  nine-month 
program  that  included  public  administration, 
management,  territorial  and  contemporary 
issues.  Also  in  July,  President  Kabila  marked 
the  opening  of  a  nine-story  office  building  that 
will  house  government  offices.  The  project, 
financed  by  the  Congolese  government,  was 
completed  in  20  months  at  a  cost  of  $41  million. 
The  move  to  own,  rather  than  rent,  office  space 
for  DRC  ministries  is  a  sign  of  progress  and 
source  of  pride  for  the  administration. 

FOCUS  ON  SUSTAINABLE  GROWTH 

According  to  the  IMF,  in  recognition  of  the 
need  for  better  governance,  many  resource- 
rich  countries  in  sub-Saharan  Africa,  including 
the  DRC,  have  made  a  great  deal  of  progress 
in  the  quality  of  their  institutions  over  the  past 
years.  In  fact,  over  half  of  the  natural  resource 
providers  have  improved  their  World  Bank 
Worldwide  Governance  Indicator  ratings  on 
rule  of  law  and  corruption,  and  about  40%  of 


“ While  the  country  is  very 
wealthy  in  natural  endowments 
regarding  mineral  resources,  it 
is  imperative  to  diversify  beyond 
this  wealth  alone  to  propel  the 
Democratic  Republic  of  Congo 
to  a  state  that  can  compete 
economically  on  a  global  scale.  ” 

AUGUSTIN  MATATA  PONYO  MAPON 
PRIME  MINISTER,  DEMOCRATIC 
REPUBLIC  OF  THE  CONGO 


these  countries  have  improved  their  ratings  on 
government  effectiveness. 

To  promote  sustainable  economic  growth, 
Prime  Minister  Ponyo  and  President  Kabila 
have  worked  closely  with  members  of  the 
international  community  using  evidence- 
based  analysis  to  enact  legislation  to  improve 
the  country’s  business  climate. 

According  to  Ponyo,  “Building  a  strategic 
vision  for  long-term  development  requires 
sound  political  leadership;  tireless  reform 
efforts  aimed  at  reinforcing  the  quality  of 
the  administration  and  vital  institutions;  and 
adhering  to  the  rules  and  practices  of  good 
governance  regarding  our  natural  resources.” 

CONVENING  THOUGHT  LEADERS 
TO  GLEAN  BEST  PRACTICES 

As  the  nation  looks  to  become  an  emerging 
economy  by  2030  and  a  high-income  country 
by  2050,  the  government  and  private  sector 
have  worked  together  to  launch  the  Kinshasa 


International  Economic  Forum,  an  annual 
event  created  to  discuss  lessons  learned  from 
other  countries’  successful  experiences  with 
governance  and  economic  growth. 

In  January  2015,  the  nation  hosted  a  team  of 
economists  and  professors  from  the  U.S.  and 
Europe  to  discuss  the  inclusive  growth  needed 
to  drive  the  nation  forward.  With  professors  and 
academics  from  Harvard  University,  Stanford 
University,  Princeton  University,  the  University  of 
Paris  (Sorbonne)  and  local  African  universities  in 
attendance,  the  meeting  suggested  avenues  of 
sustainable  growth,  greater  employment  and  an 
overhaul  of  the  country’s  social  infrastructure. 

Working  closely  with  members  of  the 
international  community,  Ponyo  and  Kabila 
have  improved  the  country’s  business  climate 
and  simultaneously  implemented  social  reforms 
to  benefit  each  layer  of  Congolese  society. 
These  changes  range  from  creating  transparent 
processes  to  minimizing  bureaucracy  when 
starting  businesses  and  creating  anti¬ 
corruption  programs. 
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For  example,  President  Kabila’s  efforts 
to  tighten  controls  on  granting  mining 
licenses  in  order  to  prevent  abuse  and  fight 
corruption  offer  the  latest  evidence  that  he 
wishes  to  create  a  more  favorable  business 
climate.  Improper  control  mechanisms  have 
led  to  underdevelopment,  which  has  cost 
the  country  in  terms  of  tax  revenue  and  the 
livelihood  of  citizens  throughout  the  mineral- 
rich  portions  of  the  nation. 

Furthermore,  in  July  2014,  the  DRC  earned 
full  membership  in  the  Extractive  Industries 
Transparency  Initiative  (EITI),  the  global 
organization  promoting  good  management  of 
oil,  gas  and  mineral  resources. 

“Despite  all  the  challenges  facing  the 
country,  the  Congolese  people  have  been 
working  together  to  bring  transparency 
and  accountability  to  the  management  of 
their  natural  resources,”  says  Clare  Short, 
chairwoman  of  the  EITI  board. 

CREATING  A  MORE  DIVERSE  ECONOMY 

Diversifying  the  economy  and  developing 
human  capital  have  been  hallmarks  of  Prime 
Minister  Ponyo’s  campaigns.  “While  the 
country  is  very  wealthy  in  natural  endowments 
regarding  mineral  resources,  it  is  imperative  to 
diversify  beyond  this  wealth  alone  to  propel  the 
Democratic  Republic  of  Congo  to  a  state  that 
can  compete  economically  on  a  global  scale,” 
he  says. 

Mining,  for  example,  has  attracted  foreign 
investors  from  the  U.S.,  South  Africa,  India  and 
Turkey,  which  in  turn  has  fueled  growth  within 
supporting  sectors  such  as  banking,  digital 
commerce  and  mobile  services.  The  DRC 
possesses  world-class  quantities  of  copper, 
diamonds  and  coltan,  a  dull  black  mineral  used 
in  virtually  every  electronic  device. 

“Building  a  strategic  vision  for  long¬ 
term  development  requires  sound  political 
leadership,  tireless  reform  efforts  aimed  at 
reinforcing  the  quality  of  the  administration  and 
vital  institutions,  and  adhering  to  the  rules  and 
practices  of  good  governance  regarding  our 
natural  resources,”  says  Ponyo. 

HEALTHCARE  ADVANCES 

Improving  the  nation’s  healthcare  infrastructure 
continues  to  be  one  of  President  Kabila’s  top 
priorities.  While  South  Africa  and  Dubai  have 
been  traditional  healthcare  destinations  for 
Africans,  the  DRC  is  quickly  making  a  name 


for  itself  by  offering  world-class  facilities  and 
physicians. 

One  example  is  the  creation  of  the  Hopital  du 
Cinquantenaire  in  Kinshasa,  which  President 
Kabila  and  Minister  of  Public  Health  Felix 
Kabange  Numbi  inaugurated  in  March  2014. 
The  Ministry  of  Public  Health  is  also  currently 
working  on  creating  a  new  pricing  structure 
throughout  the  country  that  will  allow  for 
affordable  healthcare  for  Congolese  citizens 
at  this  and  other  planned  world-class  hospitals 
currently  under  development. 

Jubilee— funded  through  a  joint  venture 
with  Sinohydro,  a  large  Chinese  engineering 
firm— is  another  hospital  that  brings  world- 
class  medicine  back  to  the  DRC.  This  500-bed 
hospital  is  operated  by  the  Padiyath  group, 
which  manages  hospitals  throughout  India  and 
the  Middle  East. 

The  DRC  is  also  looking  for  more  effective 
ways  to  manage  the  current  health  sector 
by  working  on  a  national  plan  for  electronic 
medical  record-keeping. 

General  Health  Secretary  Pascal  Mukengeshay 
Kupa,  representing  the  Ministry  of  Public 
Health,  attended  the  presentation  ceremony 


of  the  National  Plan  for  the  Development  of 
Health  Informatics  (PNDIS).  PNDIS  consists  in 
part  of  an  e-health  architecture  that  includes 
the  information,  data,  officials  and  hardware 
necessary  for  design  and  operations. 


In  addition  to  the  new  international  terminal 
at  N’Djili  International  in  Kinshasa,  further 
work  to  develop  the  nation’s  aviation 
infrastructure  is  under  way.  President  Kabila 
has  participated  in  discussions  with  Air 
France  about  partnering  with  local  airlines 
to  create  a  pan-African  network  based  in 
the  DRC.  And,  acknowledging  the  nation’s 
commitment  to  aviation,  Ethiopian  Airlines, 
the  largest  airline  in  Africa,  has  established 
a  hub  at  N’Djili. 

In  July  2015,  Ethiopian  Airlines  began 
offering  service  to  Goma,  its  third  destination  in 
the  DRC  following  Kinshasa  and  Lubumbashi. 
Ethiopian  flights  to  Goma  will  operate  three 
times  a  week  via  Entebbe. 


AVIATION  INFRASTRUCTURE  AND 
INCREASED  AIR  SERVICE 
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“As  a  truly  indigenous  pan-African  carrier,  we  consider  our  flights  to 
Congo  and  elsewhere  in  our  great  continent  as  part  of  our  responsibility 
to  contribute  to  the  development  of  Africa  and  to  serve  as  a  critically 
essential  vehicle  for  the  flow  of  investment,  trade,  tourism  and  job 
creation,”  says  Ethiopian  Airlines  CEO  Tewolde  Gebremariam. 

With  the  new  service,  passengers  traveling  to  and  from  Goma  will  be 
able  to  connect  to  global  destinations  in  Ethiopian  Airlines’  system-wide 
network,  including  points  in  Europe,  Middle  East,  Asia  and  the  Americas. 
For  its  efforts,  Ethiopian  Airlines  was  recognized  as  the  “Best  Regional 
Airline  in  the  World”  by  Air  Transport  World  (ATW)  in  February  201 5. 

GROUND  TRANSPORTATION  GAINS 

Another  beneficial  infrastructure  project  for  the  Congolese  people 
can  be  seen  in  the  redevelopment  of  the  nation’s  roads  and  bridges. 
AfDB  recently  approved  an  $82.7  million  grant  for  the  development 
of  a  56-kilometer-long  highway  between  Lovua  and  Tshikapa  on  the 
Batshamba-Tshikapa  NR1  highway  in  the  DRC.  The  grant  supplements 
earlier  bank  interventions  on  the  same  road,  which  serves  as  a  vital 
thoroughfare  for  surrounding  towns. 

The  work  includes  constructing  a  new  bridge  over  the  Kasai  River  in 
Tshikapa  town.  The  upgraded  road  also  aims  to  improve  the  service  level 
of  the  transportation  logistics  chain  on  the  Kinshasa-Tshikapa  road  and 
the  living  conditions  of  people  in  the  area.  The  project  is  further  expected 
to  help  open  up  the  Bandundu  and  West  Kasai  provinces. 


THE  CONGO’S  AGRICULTURAL  RENAISSANCE 

Agriculture  is  a  vital  industry  that  Prime  Minister  Ponyo  seeks  to  boost 
throughout  the  vast  nation.  His  aim  is  to  provide  the  Congolese  ample 
opportunity  to  create  an  agricultural  sector  that  is  unrivaled  in  Africa. 

By  using  the  nation’s  water,  land  and  energy  resources,  the  DRC  can 
develop  commercial  farms  offering  fishing,  livestock  and  vegetable 
production  that  are  connected  to  a  coherent  network  of  production  and 
food  distribution. 

Strategic  investments  and  planning  can  potentially  further  boost 
the  nation’s  economy  by  fortifying  the  export  market  and  aiding  in  the 
fight  against  hunger  and  malnutrition.  These  investments,  both  by  the 
government  and  the  private  sector,  will  provide  thousands  of  jobs,  bring 
broad  education  to  the  masses,  and  enable  a  generation  of  Congolese 
to  develop  and  become  self-sufficient. 

Earlier  this  year,  the  DRC  hosted  a  conference  in  Kinshasa  to  address 
the  role  of  agriculture  in  the  growth  of  the  continent.  The  conference, 
“Towards  an  Inclusive  Growth:  A  New  Vision  for  Africa’s  Agricultural 
Transformation,”  brought  together  more  than  300  people  from  across 
Africa,  Europe  and  the  U.S.  Attendees  included  entrepreneurs,  financiers, 
officials,  donor  funds,  NGOs,  foundations  and  farmer  organizations. 

To  support  agriculture  and  encourage  private-sector  participation, 
Ponyo  has  developed  and  launched  a  nationwide  program  known  as 
the  National  Agricultural  Investment  Plan  (NIPA).  NIPA’s  main  objectives 
are  ensuring  food  security  and  developing  the  agribusiness  sector.  Its 
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first  project  will  be  developing  16  large  agro-parks. 

According  to  Councilor  John  Mususa,  one  of  the  leaders  spearheading 
the  project,  “These  parks  will  serve  as  an  important  part  of  the 
country’s  rehabilitation  and  construction  process  by  providing  access 
to  agricultural  inputs  and  by  combining  laboratories,  training  facilities, 
storage  centers  and  health  facilities.” 

NEW  ATTENTION  FOR  SMALL  FARMS 

“The  agricultural  sector  is  where  we  can  have  the  most  significant 
impact  on  the  population,”  says  Ponyo.  With  an  average  annual  rainfall 
of  1,000mm  to  1,500mm  and  80  million  hectares  of  arable  land,  the 
agricultural  sector  has  considerable  potential  to  expand  and  flourish  in 
the  DRC. 

In  July,  the  president  of  the  International  Fund  for  Agricultural 
Development  (IFAD),  Kanayo  F.  Nwanze,  paid  an  official  visit  to  the  DRC. 
In  discussions  with  high-level  officials,  the  IFAD  leader  emphasized 
the  value  of  agricultural  sector  investment  for  improving  food  security 
and  nutrition,  creating  jobs  for  rural  women  and  youth,  increasing 
smallholder  farmers’  income,  and  providing  investment  opportunities  for 
rural  entrepreneurs. 

“Smallholder  farmers  have  a  huge  potential  in  developing  the 
agriculture  sector  by  contributing  to  the  entire  value  chain,  thus 
boosting  the  DRC’s  economic  growth,”  said  Nwanze.  “It  is  rural  people 
themselves  that  lie  at  the  heart  of  successful  investments  to  meet  the 
challenges  ahead  of  us.  This  holds  true  for  the  DRC,  where,  with  the 
right  kind  of  investments,  smallholder  farmers  can  feed  themselves  and 
their  communities  and  transform  their  lives.” 

Since  1980,  IFAD  has  contributed  $149.6  million  toward  financing 
seven  programs  and  projects  in  the  DRC,  amounting  to  $273.2  million 
and  directly  benefiting  476,000  rural  families. 

MORE  ENERGY  PRODUCTIONS  ON  THE  HORIZON 

While  the  agricultural  sector  is  of  tremendous  significance,  the  nation’s 
energy  future  is  also  one  of  great  importance. 

Paramount  to  the  energy  future  of  the  DRC  and  the  African  continent  is 
the  Inga  Dam  Project,  which  is  one  of  the  largest  infrastructure  projects 
ever  undertaken.  The  centerpiece  of  the  Inga  Dams,  the  Grand  Inga 
Dam,  will  be  the  world’s  largest  hydropower  project. 

According  to  the  African  Development  Bank  Group,  the  Congo  River, 
one  of  the  most  powerful  rivers  in  Africa,  has  very  high  hydropower 
potential  that  could  significantly  contribute  to  the  needs  of  the  continent. 


“Smallholder  farmers  have  a  huge 
potential  in  developing  the  agriculture 
sector  by  contributing  to  the  entire 
value  chain ,  thus  boosting  the  DRCs 
economic  growth.  ” 

KANAYO  F.  NWANZE 
PRESIDENT,  INTERNATIONAL  FUND  FOR 
AGRICULTURAL  DEVELOPMENT  (IFAD) 


Currently,  only  the  Inga  site  of  the  river  is  being  harnessed  for  hydropower 
generation,  with  an  installed  capacity  of  only  1 775  MW,  compared  to 
Inga’s  potential  of  40,000  MW.  The  dam  will  help  power  South  Africa, 
Botswana  and  Angola,  and  will  ultimately  be  able  to  export  power  to 
Europe.  The  first  part  of  the  project,  Inga  III,  will  top  off  at  a  nameplate 
capacity  of  4,800  MW. 

Earlier  in  2013,  impressed  with  the  potential  and  progress  of  the 
project,  the  U.S.  formally  expressed  interest  in  joining  the  project. 
Rajiv  Shah,  the  head  of  the  U.S.  Agency  for  International  Development 
(USAID),  recently  visited  the  site  of  the  future  dam  with  Prime  Minister 
Ponyo  and  pledged  financial  aid  to  help  develop  the  project. 

After  visiting  the  Inga  site,  Shah  remarked  that,  in  addition  to  seeing 
progress  in  building  the  country,  his  visit  was  met  with  numerous  positive 
signals  in  terms  of  peace  and  the  promotion  of  good  governance. 


Prime  Minister  Ponyo  poses  with  a  graduate  of  the  National  School  of  Administration  (ENA). 
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1,775  MW 

CURRENT  HVOROELECTRIC  VOLTAGE  HARNESSED  FROM  THE  INGA  SITE 
COMPARED  TO  THE  40,000  MW  OF  POTENTIAL  ENERGY  THAT  COULD  BE 
HARNESSED  FROM  THE  SAME  SITE. 


“The  reforms  in  the  electricity  sector  are 
signals  that  reassured  USAID  and  other 
partners  to  join  this  project,”  said  Shah.  Shah 
also  encouraged  the  nation’s  leadership  to 
stay  on  the  path  of  reform  and  substantial 
innovation  to  attract  more  external  partners 
for  large-scale  projects. 

While  the  amount  of  U.S.  money  to  be 
earmarked  for  the  Inga  Dam  Project  is  still 
being  negotiated,  officials  note  that  the  task 
will  have  support  from  both  the  public  and 
private  sectors. 

The  tenders  for  the  Inga  III  project  will  be 
granted  to  a  consortium  of  bidders,  which 
have  been  narrowed  down  to  the  China  Three 
Gorges  Corporation  and  Sinohydro  (Chinese 
consortium);  Posco,  SNC-Lavalin  and  Daewoo 
(South  Korean  and  Canadian  consortia);  and 
Grupo  Eurofinsa  (Spanish  consortium). 

Support  from  AfDB  is  providing  $68  million 
in  financing  for  the  multinational  Inga  Site 


Development  and  Electricity  Access  Support 
Project  (PASEL).  The  project  will  facilitate 
the  development  of  the  local  institutions 
and  skills— technical,  legal  and  financial- 
necessary  to  attract  private  capital  for  the 
completion  of  Inga  III.  In  addition,  capacity¬ 
building  efforts  will  enable  local  decision¬ 
makers  to  successfully  select  the  project’s 
principal  investor-developer  under  the 
public-private  partnership.  Improved  access 


to  electricity  is  also  expected  in  the  semi- 
urban  areas  of  Kinshasa  for  more  than 
25,000  households. 

NEW  VISIBILITY  ON  THE  WORLD  STAGE 

Bicyclists  from  seven  African  countries  and 
four  European  countries  competed  in  June  at 
the  third  annual  Tour  Cyclist  International  DRC. 
The  first  stage  of  the  government-sponsored 


Prime  Minister  Ponyo  addresses  the  graduates  of  the  National  School  of  Administration  (ENA)  in  July. 
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Prime  Minister  Ponyo  and  President  Kabila  at  the  new  government  building  ceremony 


Prime  Minister  Ponyo  addresses  the  Inclusive  Economic  Growth  Conference  earlier  this  year. 


cycling  event  started  in  Kindu,  in  Maniema 
province.  The  course  featured  circuits  in  six 
DRC  provinces— two  more  provinces  than 
last  year’s  tour.  The  event’s  expansion  into 
Maniema  and  North  Kivu  provinces  aligns  with 
the  DRC  government’s  investment  in  improving 
road  infrastructure  and  economic  development 
in  the  nation’s  eastern  regions. 

PROMOTING  INVESTMENT 


The  DRC’s  National  Agency  for  Investment 
Promotion  (ANAPI)  helps  investors  before, 
during  and  after  they  invest  in  projects  in 
the  country.  ANAPI  can  provide  information, 
organize  visits,  help  with  entry  visas,  and  match 
local  and  foreign  business  partners.  It  can  also 
help  investors  locate  land,  obtain  licenses 
and  learn  about  applicable  tax  exemptions.  In 
addition,  it  offers  advocacy  with  state  services 
and  information  on  state  bids. 

As  the  DRC  continues  to  develop  and  create 
a  wealth  of  opportunity  for  both  international 
investors  and  its  citizens,  the  development 
of  a  business-friendly  environment  is  vital  to 
developing  the  country  into  the  continent’s 
future  superpower. 
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Cheri  Samba,  Oui,  il  faut  reflechir,  2014  \  Acrylic  and  glitters  on  canvas,  1 35  x  200  cm 
Collection  of  the  artist  \  ©  Cheri  Samba  \  Photo  ©  Andre  Morin 


The  nation’s  transformation  into  an  investment  destination  is  under 
way  and  will  soon  exemplify  the  potential  of  the  African  continent.  By 
improving  the  business  climate  and  developing  the  nation’s  social 
sectors,  the  leadership  of  the  DRC  has  proven  its  uncanny  ability  to 
accomplish  the  goals  necessary  to  bring  about  progress. 

PARIS  EXHIBIT  CELEBRATES  DRC’S  CULTURAL  VITALITY 

The  extraordinary  cultural  vitality  and  creativity  of  the  Democratic 
Republic  of  the  Congo  is  showcased  in  the  new  exhibition  “Beaute 
Congo  -  1926  -  2015  -  Congo  Kitoko,”  which  is  running  July  through 
November  2015  at  Paris’  Cartier  Foundation  for  Contemporary  Art. 

This  unique  show  traces  almost  a  century  of  the  DRC’s  artistic 
production.  Complementing  the  works  is  a  soundtrack  of  jazz,  soul 
and  rap,  providing  visitors  with  an  opportunity  to  discover  the  nation’s 
diverse  and  spirited  arts  scene. 

TELLING  A  STORY  THROUGH  ART 

Andre  Magnin,  the  chief  curator  for  the  exhibit,  has  been  instrumental  in 
introducing  European  audiences  to  African  artists. 

“I  was  struck  by  the  freedom,  variety,  humor  and  beauty  of  the 
paintings  that  were  passing  before  my  eyes,”  wrote  Magnin  of  his  first 
encounter  with  the  work  of  Kinshasa  artists  in  the  1980s.  Over  the 
next  30  years,  he  searched  throughout  the  country  for  examples  of 
Congolese  modern  art. 

“This  uninterrupted,  obsessive  quest  has  led  me,  speechless,  on  the 


lost  trail  of  Congolese  modern  art  dating  from  the  late  1920s,  which 
has  remained  in  the  shadows  until  now,”  he  adds.  The  result  is  a  large 
number  of  works  that  tell  the  story  of  90  years  of  Congolese  art. 

“I  have  strived  to  invite  people  on  a  journey,  to  prompt  an  experience  of 
being  faced  with  something  they  do  not  know,  to  fill  them  with  wonder,” 
Magnin  explains.  “This  exhibition  is  a  tribute  to  all  those  who  have  recognized 
the  power  of  Congolese  modern  art  and  helped  it  to  develop  up  to  this  point.” 

VIBRANT  VIBES 

While  specifically  focusing  on  painting,  “Beaute  Congo”  also  includes 
music,  sculpture,  photography  and  comics. 

Music,  omnipresent  in  city  life  in  the  Congo,  has  actively  contributed 
to  the  country’s  vibrancy.  The  Congolese  music  industry  blossomed 
during  the  golden  age  of  rumba,  beginning  in  the  1950s.  While  it  has 
since  been  highly  influential  in  sub-Saharan  Africa,  this  urban  music  is 
largely  unknown  outside  the  continent. 

“Congolese  popular  dance  music  is  not  simply  a  form  of  entertainment, 
it  is  a  source  of  inspiration  and  an  object  of  national  pride,”  writes  Bob 
W.  White,  Professor,  Department  of  Anthropology  at  the  University  of 
Montreal  in  the  exhibit  catalog. 

Visitors  to  the  exhibit  can  learn  more  about  the  DRC’s  musical 
heritage  through  a  never-before-seen  documentary  by  Vincent  Kenis,  of 
independent  record  label  Crammed  Discs,  in  collaboration  with  author 
Cesarine  Bolya.  Titled  “Ndute  Ya  Kala,”  the  documentary  presents 
a  series  of  spontaneous  interviews  with  people  who  participated  in 
Kinshasa’s  1960s  music  scene. 
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DEFINING  THE  AFRICAN  RENAISSANCE 
A  LOOK  AT  ANGOLA'S  EMERGENCE 


■ 

■ 


U.  S.  Secretary  of  State  John  Kerry  and  Angolan  President  Jose  Eduardo  dos  Santos  chat  before  their  bilateral  meeting  at  the  Presidential  Palace  in  Luanda  on  May  5,  20 1 4. 
I State  Department  photo/Public  Domain] 


Despite  the  turmoil  facing  the  global 
markets,  emerging  economies 
throughout  the  African  continent  are 
standing  out  as  opportunities  for  long-term 
growth.  The  Republic  of  Angola,  located  in 
southern  Africa,  exemplifies  the  economic  and 
social  renaissance  that  is  quickly  changing  the 
face  of  Africa. 

In  recent  years,  Angola,  roughly  twice  the 
size  of  Texas,  has  shown  tremendous 
economic  resilience  as  its  oil,  diamond 
and  iron  reserves  and  strong  ties  with  the 
U.S.— to  which  Angola  is  the  number  one 
African  oil  exporter— Europe  and  Asia  have 
propelled  the  nation’s  economy  forward. 
Among  the  largest  producers  of  crude 
oil  in  the  world  and  a  member  of  the 
Organization  of  Petroleum  Exporting  Countries 
(OPEC),  Angola  has  more  than  8  billion  barrels 
of  proven  oil  reserves  and  300  billion-plus 
cubic  meters  of  natural  gas. 

Early  last  year,  Total,  one  of  the  largest  oil 
companies  in  the  world,  announced  that  it 
planned  to  develop  a  $16  billion  ultra-deep¬ 
water  project  160  miles  off  Angola’s  northern 
coast,  which  is  slated  to  begin  production 
in  2017.  The  company  will  be  joining  Exxon 
Mobil,  Chevron,  MarathonOil,  Petrobras,  Eni 
and  Marathon  Oil— just  a  handful  of  companies 
that  have  enjoyed  successful  drilling  in  Angola. 

Despite  the  recent  decline  in  oil  prices, 
Standard  &  Poor’s  awarded  the  Angolan 


“The  best  way  for  the  economy 
to  continue  its  growth  is  to  focus  on  the 
well-being  of  our  people  and  the  adoption 
of  sound  economic  development  plans 
leading  into  our  40th  anniversary  as 
an  independent  nation.  ” 

J0S£  LUIS  DE  MATOS 

ANGOLAN  MINISTER  OF  SOCIAL  COMMUNICATION 


Evening  view  of  the  capital  city  of  Luanda 
©  Michael  Gottschalk/Photothek  via  Getty  Images 

economy  a  B+/B  credit  rating  in  February 
2015.  Angola’s  economy,  driven  heavily  by 
commodities,  is  diversifying  as  the  nation’s 
human  capital  develops  further. 

Under  the  leadership  of  President  Jose 
Eduardo  dos  Santos,  the  nation  has  flourished 
since  the  end  of  the  devastating  civil  war  that 
first  began  in  1975.  With  a  burgeoning  skyline 
in  the  capital  city  of  Angola,  paved  highways 


and  much-improved  development  indicators, 
the  Angola  of  today  is  vastly  different  than  it 
once  was. 

Today,  President  dos  Santos  is  champ¬ 
ioning  education  reforms  to  better  equip  the 
next  generation  of  Angolans  and  help  the 
nation  continue  developing.  By  observing 
global  trends  and  incorporating  a  high  baseline 
for  education,  Angola  seeks  to  prepare  its 
human  capital  for  greater  things. 

Angola  counts  China,  the  United  States,  India, 
Spain  and  Portugal  as  the  largest  recipients  of  its 
exports.  Trade  with  Portugal,  the  nation  that  once 
ruled  Angola  for  over  four  centuries,  is  at  an 
all-time  high  as  Angola  has  invested  billions  in 
a  wide  range  of  sectors,  such  as  media,  energy, 
banking,  construction.  Such  investment  has 
paid  off. 

For  example,  Angola  has  become  Deloitte’s 
second  largest  market,  after  South  Africa.  And 
the  largest  banks  in  Portugal,  including  Banco 
Portugues  de  Investimento  and  Banco 
Comercial  Portugues,  have  been  recipients  of 
Angolan  investments. 

As  Angola  continues  to  develop  and 
diversify  its  economy,  it  is  making  significant 
progress  in  improving  the  nation’s  investment 
climate.  Often  considered  the  gateway  to 
Africa,  Angola’s  economic  strides,  stable 
government  and  unparalleled  endowment  of 
natural  resources  make  the  nation  a  prime 
destination  for  foreign  capital. 
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lUoSHEN 

ilk  Holding  Group 

FINDING  OPPORTUNITY  IN  A 
THRIVING  MARKET  ECONOMY 


Oshen  Group  is  an  Angolan  business  management  group  with 
established  relationships  in  the  public  and  private  sectors. 


SUCCESS  THROUGH  DIVERSITY 


“We  cannot  overlook  training.  It  is  the  great  Angolan 
asset  that  contributes  to  its  developing  economy.  ” 

JAIME  GRAQA, 

OSHEN  GROUP  BOARD  MEMBER 


Oshen  Group’s  diversity  aligns  well 
with  the  nation’s  goal  of  expanding 
beyond  its  traditional  mining,  oil 
and  gas  economy.  “Oshen  Group  constantly 
follows  and  monitors  development  in 
Angola,  the  region  and  the  world,”  says 
Jaime  Graga,  Oshen  Group  board  member. 
“We  look  for  areas  with  business  needs  as 
well  as  opportunities.  We  intend  to  continue 
to  deepen  our  presence  in  the  sectors 
of  health,  industry,  hospitality,  transport, 
logistics,  agri-business,  real  estate, 
construction  and  maintenance.” 

The  company’s  workforce  is  also  diverse, 
with  women  representing  60%  of  its 
employee  base.  Comparatively,  the  Angola 
2014  Census  showed  a  relative  balance  of 
women  and  men,  with  women  holding  a 
slight  majority  at  52%.  “Our  group  is  young 
and  innovative,  youth-led  and  housed  in  a 
young  country,”  says  Jaime  Graga  “Hence 
our  obligation  and  commitment  to  look  not 
only  to  the  reality  of  the  Angolan  market,  but 
to  the  regional  and  global  markets  as  well. 
This  is  consistent  with  the  government’s 
intention  to  strengthen  and  empower  the 
role  of  women  in  society. 

“It  should  be  noted  that  the  issue  of  gender 
is  a  historical  fact  in  Angola,”  Jaime  Graga 
notes.  “The  epitome  of  this  is  Queen  Ginga,  a 


powerful  woman  and  great  symbol  of  strength 
and  perseverance  during  the  17th  century. 

“In  our  company,  women  play  important 
roles  in  the  different  hierarchical  levels,”  says 
Jaime  Graga.  “More  than  providing  jobs,  we 
want  to  provide  a  healthy  environment  for 
our  employees  so  that  they  feel  they  are  an 
integral  and  useful  part  of  a  real  family. 

“By  way  of  example,  in  the  Tessile  clothing 
garment  factory,  60%  of  the  workforce  is 
female.  This  demonstrates  our  contribution 
to  strengthening  women’s  socioeconomic 
status.  The  Tessile  factory,  in  which  we  are 
investing  US$6.3  million,  is  revitalizing  the 
Victor  Emanuel  shirt  brand.” 

ATTRACTING  NEW  PARTNERS 
AND  INVESTORS 

“With  regard  to  business,  the  future  of  Africa 
depends  on  the  impact  of  economic 
policies  in  the  different  countries  across 


the  continent,”  Jaime  Graga  says.  “Those 
issues  can  be  factors  in  guaranteeing  the 
development  or  failure  of  these  economies.” 

According  to  Jaime  Graga,  the  seeds 
for  development  are  people.  “Today,  through 
globalization,  people  have  enormous  strength, 
fueled  by  access  to  information.  This  is  the 
reality  that  will  allow  Africa  to  continue  on  the 
path  begun  by  our  forefathers  with  the  mark 
of  independence.  That  legacy  will  allow  for 
stabilization  and  subsequent  development. 

“With  regard  to  Angola,  we  have  created 
solid  bases,  with  a  thriving  market  economy 
and  a  clear  break  from  the  pre-independence 
regime.  The  speed  of  Angola’s  development 
depends  on  the  country’s  ability  to  emancipate 
itself  from  the  past.  It  will  need  private  agents 
to  attract  new  partnerships  and  new  investors. 
Those  investors  must  differentiate  themselves 
from  those  who  came  in  with  an  immediate 
prospect  of  plundering  rather  than  a  medium 
to  long-term  investors’  view.” 


44 Today ;  through  globalization ,  people  have  enormous 
strength,  fueled  by  access  to  information.  This  is  the  reality 
that  will  allow  Africa  to  continue  on  the  path  begun  by  our 
forefathers  with  the  mark  of  independence.  That  legacy  will 
allow  for  stabilization  and  subsequent  development.  ” 
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PROMOTION 


ATLANTICO  BANK:  A  MODERN  INSTITUTION 
WITH  A  MULTI-GEOGRAPHIC  APPROACH 


ations  in  Mozambique  and  Namibia. 

Atlantico’s  leaders  see  Angola  as  a  vibrant 
country  with  the  certainty  of  a  better  tomorrow. 
The  nation’s  GDP,  which  has  multiplied  ten 
times  over  13  years,  is  one  positive  factor. 
The  main  roads  are  repaired.  The  country’s 
population  is  young  and  optimistic,  with  more 
than  65%  of  its  population  under  30  years  of 
age,  the  bank’s  decision-makers  point  out. 
Even  the  nation’s  challenges  are  being  faced 
with  consciousness  and  optimism,  because 
of  the  opportunities  that  rise  from  every 
challenge  or  difficulty. 

REASONS  TO  INVEST  IN  ANGOLA 

Atlantico  envisions  great  promise  in  Angola’s 
young  people  and  the  strong  national  will  to 
transform.  A  stable  social  environment  is 
another  advantage.  These  attributes  present 
a  large  and  unique  opportunity  for  capable, 
experienced  international  players.  Angola’s 
economy  is  already  well  regarded  in  the 
region,  and  the  nation’s  macroeconomic 
indicators  are  strong,  even  in  the  current 


global  economic  environment. 

Natural  resources,  including  oil,  fishing 
and  minerals  are  key  to  Angola’s  economy. 
Angola  is  the  second-largest  oil  producer  in 
Africa,  after  Nigeria.  Its  650  km  of  coastline 
presents  several  opportunities  in  the  fishing 
industry  value  chain.  There  are  opportunities 
as  well  in  Angola’s  status  as  the  fifth- 
largest  diamond  producer  in  the  world. 

TOOLS  FOR  LOCAL  BANK 
REPRESENTATIVES 

Atlantico  believes  in  teamwork,  and  its 
management  and  employees  have  worked  as 
a  team  from  the  start.  The  company  invests 
in  a  great  deal  of  training  for  its  people  as  a 
direct  way  to  give  them  tools  to  face  business 
challenges.  Empowerment  is  prime  focus  for 
Atlantico.  The  financial  institution  gives  its 
leaders  a  great  degree  of  autonomy,  which  is 
especially  advantageous  for  entrepreneurial 
ventures.  Atlantico’s  bankers  have  ample 
leeway  to  make  decisions  based  on  what  is 
best  for  the  company  and  its  customers. 


Atlantico  Bank,  Luanda 

Highly  personal  in  its  customer  rela¬ 
tionships,  Banco  Privado  Atlantico  is 
contributing  to  the  success  of  Angola’s 
young  entrepreneurs.  Founded  in  2006,  it  is 
the  first  bank  to  operate  in  Angola  with  a  mix  of 
investment  banking  and  relationship  banking. 

Since  its  incorporation,  Atlantico  has  had 
a  leading  Investment  Banking  Division.  The 
division  offers  guidance  and  support  to  young 
entrepreneurs  in  a  country  where  almost  every¬ 
thing  is  new.  The  bank  also  invests  in  several 
private  equities  that  provide  knowledge,  net¬ 
working  and  financial  support  to  companies  of 
entrepreneurs  with  interesting  growing  potential. 


EXPANSION  ON  THE  HORIZON 


Atlantico  is  today  the  fifth-largest  bank  in 
Angola  in  assets.  Since  2009,  Atlantico  has 
had  a  fully  incorporated  European  bank  in 
the  European  Union.  It  has  also  had  a  pre¬ 
sence  in  Luxembourg  since  2013,  through 
the  incorporation  of  Atlantico  Asset 
Management.  In  2014,  Atlantico  received 
authorization  to  begin  banking  oper¬ 
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PROGRESS  MEANS 
OPPORTUNITY  FOR 
INVESTORS 

There  are  several  reasons  for  investing  in  Angola,  says  Rui  Santos 
Silva,  Deloitte  Angola’s  Country  Managing  Partner:  “There  are 
excellent  growth  opportunities  in  multiple  sectors.  This  is  something 
clearly  visible  in  Angolan  professionals’  talent  and  in  the  country  altogether, 
along  with  the  potential  of  this  specific  region  and  its  competitive  position. 

“Investors  have  a  chance  to  create  a  new  paradigm  by  exploring  sectors  with 
great  potential  beyond  the  ones  that  have  defined  the  economic  context  until 
recently,”  says  Silva.  “Adopting  a  very  practical  reasoning,  investors  should  look 
at  the  diversity  of  economic  success  stories  when  deciding  to  invest  in  Angola.” 

GROWTH  IN  ASSETS,  CREDIT,  STANDARDS 


Deloitte ’s  2014  Angola  Banking  Review  identified  a  remarkable  increase  in  the 
volume  of  assets  in  the  national  banking  system.  “That  was  accompanied  by 
an  also-considerable  increase  in  consolidated  results  in  the  sector,”  Silva  says. 
“Assets  rose  12%,  clients’  deposits  grew  17%,  and  granted  credit  rose  14%.  A 
similar  increase  was  achieved  in  the  net  profit  of  the  banking  sector  as  a  whole.” 

“We  believe  that  the  increase  in  the  level  of  standards  is  a  basis  for  the  growth 
of  this  sector,”  Deloitte  reports  in  the  study.  “In  parallel  with  the  evolution  of  the 
main  financial  sector  indicators,  and  according  to  the  providers  and  consumers 
of  banking  services,  the  sector  has  also  enjoyed  significant  evolution  in  the 
quality  of  services  provided.” 


Rui  Santos  Silva,  Deloitte  Angola’s  Country  Managing  Partner 


Deloitte  Angola  created  its  SIRIUS  Awards  program ,  now  in  its 
fifth  edition ,  to  recognize  and  reinforce  the  adoption  of  principles , 
behaviors  and  attitudes  of  rigor, ;  transparency  and  excellence 
by  the  Angolan  business  community. 


A  PROMISING  PERIOD 

“The  future  of  Angola,  and  of  the  African  continent  as  a  whole,  is 
remarkably  promising,”  Silva  says.  “This  is  one  region  that  continually 
presents  very  interesting  investment  opportunities  considering 
its  natural  resources  and,  especially,  its  general  prospective 
development.” 

Until  recently,  the  African  economy  was  mainly  focused  on  the 
export  of  natural  resources  and  raw  materials,  Silva  notes.  “In  the 
future,  consumers  will  take  on  a  central  role  as  domestic  consumption 
rises  along  with  an  increase  in  income  values,  urbanization  and  the 
fast  adoption  of  digital  technologies.  This  evolution  is  estimated  to 
coincide  with  the  growth  of  the  African  middle  class— a  population 
with  a  more  optimistic,  connected  and  brand-conscious  profile. 


One  of  the  challenges  in  Angola  is  maintaining  the  objective  of 
diversifying  the  current  economic  activity,  Silva  explains.  “That  is 
already  under  development  by  the  government  and  market  agents, 
with  several  success  stories  in  sectors  such  as  banking  and  retail.” 
Silva  foresees  a  promising  period  in  Angola  because  diversification 
has  started. 

“Other  challenges  include  the  qualification,  training  and  retention 
of  Angolan  talent,”  Silva  says.  “Angola’s  young  generation  has 
extraordinary  aptitude  and  an  insatiable  will  to  make  a  difference.” 

Silva  sees  Deloitte’s  role  as  doubly  relevant:  “The  company  serves 
by  enabling  and  providing  support  to  national  companies  that  want  to 
become  more  competitive  and  achieve  a  higher  degree  of  global  visibility, 
and  also  as  an  example— inside  Deloitte’s  network  and  along  the  different 
sectors— of  the  dynamic  and  potential  of  the  Angolan  market.” 
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GILBERTO  RODRIGUES:  MOTA-ENGIL'S 
STRATEGIES  SUIT  THE  ANGOLAN  MARKET 


Gilberto  Rodrigues  was  appointed 
CEO  of  Mota-Engil  Africa  in  June 
2014,  20  years  after  joining  the 
company  as  a  civil  engineer.  His  views  of  the 
company’s  opportunities  in  Angola  align  with 
many  of  the  nation’s  top  priorities. 

Mota-Engil  Africa  has  a  large  portfolio  of 
business  on  the  African  continent,  with  a 
presence  in  15  countries  and  more  than  300 
ongoing  projects  in  11  of  those.  “Mota-Engil 
Africa  has  a  strategic  plan  for  the  development 
of  major  infrastructure,  environmental  services, 
energy,  mining,  oil  and  gas  and  logistics,”  says 
Rodrigues.  “The  Angolan  market  is  our  primary 
and  premium  market  in  the  continent.” 

Moto-Engil  has  had  a  presence  in  Angola  for 
70  years,  primarily  in  the  areas  of  construction 
and  environmental  services. 

“However,  as  the  economy  grows  and 
develops,  new  needs  are  encountered  and 
new  opportunities  are  identified,”  Rodrigues 
says.  “As  an  established  and  resilient  player 
in  the  market,  we  are  always  looking  for  new 
areas  and  solutions  to  grow  our  business  and 
make  it  more  sustainable.” 

Rodrigues  says  the  company  sees  great 
challenges  and  opportunities  in  the  energy, 
oil  and  logistics  sectors.  “The  difficulties 
brought  by  the  current  pricing  of  commodities 
demand  faster,  cheaper,  more  effective  and 
affordable  solutions.” 

POSITIVE  VIEW  OF  ANGOLA’S  FUTURE 


“I  do  believe  strongly  in  Africa,  and  moreover 
in  Angola,”  says  Rodrigues.  “The  future  will 
be  brighter.  Nevertheless,  the  crises  of  2008 
and  2014  were  and  are  providing  insights 
that  will  change  the  way  of  doing  business  in 
the  continent.” 

Angola  is  within  the  top  five  economies 
in  Africa  with  large  and  vast  resources,  and 
with  fantastic  entrepreneurial  potential,  says 
Rodrigues.  “Its  very  vibrant,  young  population 
becomes  more  capable  every  year.  Perhaps 
the  biggest  change  for  the  continent— in  which 
Angola  is  one  of  the  main  drivers— will  be  the 
development  of  an  African  market  to  exploit 
opportunities  across  boundaries.  We  see  not 
only  exports  of  traditional  commodities,  but 
new  regulatory  framework  and  policies  that 
will  promote  access  to  African  consumers. 


Rehabilitation  and  expansion  of  the  Calueque  Dam,  originally  built  in  1974  in  Cunene  Province.  The  updated  dam 
will  have  two  hydroelectric  plants,  a  new  channel  and  irrigation  pivots.  The  project  comprises  earthworks  and  the 
construction  of  a  reservoir  with  a  capacity  of  1  million  liters  of  water. 


“Angola  has  done  an  impressive  job 
developing  growth  in  the  last  12  years,” 
Rodrigues  adds.  “The  country  has  improved 
and  upgraded  each  critical  area:  housing, 
roads,  airports  and  ports,  dams,  water,  energy, 
and  oil  and  gas.  As  seen  from  the  outside, 
Angola  has  achieved  a  great  transformation. 
It  is  on  a  path  to  further  leverage  that 
transformation,  more  oriented  toward  the 
welfare  of  Angolans,  with  better  urban 
conditions,  education  and  employment.” 

The  keys  to  Angola’s  success  lie  in 
diversification  and  openness,  Rodrigues 
says.  “The  country  needs  other  industries. 
There  are  good  examples  in  Africa  of  countries 
growing  above  7%  by  improving  their  ease 
of  doing  business.  Luanda  can  be  one  of  the 
most  important  hubs  in  the  continent.  The 
potential  is  there.” 


“As  an  established  and 
resilient  player  in  the 
market ,  we  are  always 
looking  for  new  areas 
and  solutions  to  grow 
our  business  and  make 
it  more  sustainable.  ” 

GILBERTO  RODRIGUES 
MOTA-ENGIL  AFRICA  CEO 


Gilberto  Rodrigues,  Mota-Engil  Africa  CEO 
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LUIS  SILVA:  SECOND- 
GENERATION  TRANSPORT 
AND  LOGISTICS  ENTERPRENEUR 


A  new  generation  of  entrepreneurial  leaders 
has  emerged  in  Angola,  and  Luis  Silva 
stands  proudly  among  them.  Silva’s  parents 
founded  trucking  company  Antonio  J.  Silva 
LDA  (AJS)  in  1992.  The  business  remains 
family  owned,  though  Luis,  his  wife  and 
sister  now  run  the  company. 

Based  in  the  thriving  town  of  Viana,  a  suburb  of  Angola’s  capital 
city  of  Luanda,  the  company  supports  Angolan  industry  through 
logistics  services  and  the  transport  of  goods.  Its  success  has 
come  through  the  hiring  and  training  of  skilled  workers,  and  investment 
in  a  new  and  well-maintained  fleet  of  trucks. 

It  was  Silva’s  father  who  originally  decided  that  the  company 
would  exclusively  use  Volvo  trucks.  The  company’s  fleet  is  now 
made  up  of  more  than  200  new  Volvo  vehicles.  The  relationship 
with  Volvo  has  proved  successful,  as  the  durability  of  the  trucks 
is  tested  daily  on  rugged  routes  that  run  from  the  coast  to  inland 
areas  and  into  mining  districts  in  the  north. 

Fuel  transport  is  a  large  part  of  AJS’s  business.  The  company’s 
largest  customer  is  state-owned  Sonangol.  Heavy  machinery 
transport,  container  transport,  fresh  products  and  other  consumer 
goods  make  up  the  balance  of  the  company’s  business.  It  also  offers 
international  transportation  via  Johannesburg  and  Walvis  Bay. 

LOGISTICS  FOR  A  GROWING  NATION'S  NEEDS 

The  Integrated  Logistics  side  of  AJS,  in  operation  since  2007, 
makes  use  of  more  than  300  collaborators  to  meet  the  specific 
needs  of  Angolan  and  international  firms  of  all  sizes.  The  company 
has  established  a  presence  throughout  Angola  with  strategically 
localized  logistics  centers.  The  centers  allow  the  company  to  reach 
all  territories  in  a  competitive  manner,  as  well  as  support  cross- 
border  transport  activities. 

The  company's  logistics  services  include  receiving,  inspecting, 
storing,  preparing  and  delivering  packages.  It  supports  those  activities 
with  warehouse  space,  crane-equipped  trucks,  refrigeration  space, 
forklifts  and  scales. 

COMMITMENT  TO  THE  NEXT  GENERATION 

The  Silva  family  maintains  a  commitment  to  improving  opportunities  for 
future  generations  of  Angolans.  AJS  is  a  socially  responsible  company, 
and  it  offers  programs  that  support  education  and  local  communities. 
As  a  part  of  its  “Day  for  Doing  Good”  program,  for  example,  it  has 
partnered  with  Camargo  Correa  Institute  to  provide  school  supplies 


Luis  Silva,  General  Director,  Antonio  J.  Silva  LDA 


Angola's  oil  and  mining  industries  require  trucks  that  can  handle  the  most  rugged 
conditions.  Antonio  J  Silva  LDA  haulage  is  one  of  the  largest  customers  of  Volvo 
Trucks  in  Angola.  © Soren  H&kanlind 


and  a  generator  for  a  primary  school  in  the  Benguela  Province.  Through 
other  efforts,  AJS  helped  rehabilitate  a  20-classroom  school  in  the 
Panguila  municipality. 

AJS  is  further  contributing  to  the  future  of  the  Angolan  economy 
through  its  truck-driver  training  academy.  Its  students  learn  the 
limits  of  their  vehicles,  maintenance  guidelines  and  driving  skills 
specific  to  the  Angolan  terrain,  plus  traffic  rules,  safe  loading  and 
unloading  practices,  engineering  and  mechanics.  Luis  Silva  has  also 
added  an  internship  program  for  those  interested  in  metalworking 
and  automobile  mechanics. 
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DR.  IARA  RODRIGUES:  SERVING  ANGOLA'S 
EXPANDING  HEALTHCARE  NEEDS 


New  opportunities  for  health  tourism  are  emerging,  says 
nutritionist  Dr.  lara  Rodrigues,  who  plans  to  develop  a  facility 
in  Angola.  “Over  the  past  decade,  with  particular  emphasis  on 
recent  years,  Angola  has  become  one  of  the  emerging  economies.  It 
is  growing  in  prominence  on  the  international  scene  and  has  strong 
needs  for  domestic  and  foreign  investment  in  several  areas.  The  health 
sector  is  not  an  exception.” 

Rodrigues,  director  of  the  Department  of  Clinical  Nutrition  at  White 
Clinic  in  Lisbon,  was  formerly  a  university  researcher  in  metabolism 
and  endocrinology.  She  appears  regularly  in  a  medical  nutritionist  role 
on  Lisbon  television.  Her  passion  for  healthcare  and  entrepreneurial 
spirit  has  drawn  her  to  serve  the  nutritional  health  needs  of  Angolans. 


“It  is  important  to  be 
aware  that  entry  into  the 
Angolan  market  should 
be  made  through  a  local 
partnership.  99 

DR.  IARA  RODRIGUES 

A  GROWING  MEDICAL  MARKET 

“Angola  has  one  of  the  highest  population  growth  rates  in  sub-Saharan 
Africa,  so  it  makes  sense  to  want  to  be  part  of  this  process  of  growth 
and  development,”  Rodrigues  says.  “Angola  is  also  a  market  that 
will  continue  to  grow,  and,  as  such,  it  will  continue  to  offer  numerous 
opportunities.  It  is  a  market  that  entrepreneurs  should  take  into 
account,  and  attention  should  be  given  to  it.” 

Angola  is  investing  strategically  in  the  development  of  medical 
tourism,  Rodrigues  adds.  “Health  groups  with  therapeutic  offers 
addressed  to  the  local  and  international  market  will  soon  appear. 

“In  Europe,  several  countries  are  positioned  in  this  market  niche,” 
Rodrigues  explains.  “Portugal,  for  example,  can  develop  successful 
relationships  with  the  Angolan  market  through  its  cultural  affinity, 
competitive  price  advantage,  and  relevance  to  local  communities  of 
expatriate  residents  or  because  of  certain  specializations.” 

In  this  context,  it  is  urgent  to  supplement  and  strengthen  Angola’s 
supply  of  healthcare  providers,  Rodrigues  adds.  “In  partnership  with 
some  private  groups  that  have  been  doing  a  remarkable  job,  several 
medical  services  are  beginning  to  take  shape.” 


Dr.  lara  Rodrigues,  Director  of  the  Department  of 
Clinical  Nutrition  at  White  Clinic  in  Lisbon 


NUTRITION:  A  QUALITY  OF  LIFE  ISSUE 

“To  invest  in  nutrition  consulting  is  to  invest  in  you,”  Rodrigues  tells 
her  patients,  “The  nutritionist  is  not  someone  who  will  ask  you  to  stop 
eating.  Instead,  the  nutritionist  suggests  that  you  have  to  continue 
eating.  A  nutritionist  will  tell  you  not  to  abolish  all  carbohydrates  or 
proteins  in  your  food.  They  will  explain  the  whys  and  teach  you  how 
and  how  much  to  eat,  taking  pleasure  in  the  meal.  They  teach  you 
healthy  eating  habits  that  you  could  practice  for  the  rest  of  your  life. 
The  nutritionist  is  a  ‘stick’— a  support  that  will  make  you  walk  lighter.” 

Rodrigues’  foundation  in  nutrition  translates  well  to  serving 
Angolans.  “The  nutritionist  is  a  health  professional  with  specialized 
technical  training,  humanistic  and  critical,  able  to  work  for  food  security 
and  for  the  nutritional  and  dietary  care,”  she  states.  “The  nutritionist 
understands  that  food  and  nutrition  are  fundamental  to  promoting, 
maintaining  and  restoring  health  and  preventing  diseases  of  individuals 
or  population  groups,  contributing  to  improve  the  quality  of  life.” 
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PRINCIPAL  JETS  READIES  FOR  TAKEOFF 


Interest  in  private  aviation  in  Africa  has 
grown  steadily  over  the  past  few  years. 
Entrepreneurs,  business  people  and 
governments  are  recognizing  that  chartered 
jets  can  provide  time  savings  and  improved 
access  to  underserved  regions.  As  the 
industry  expands,  Principal  Jets,  a  U.S.-based 
private  aviation  company  with  strong  ties  to 
Africa,  aims  to  be  an  aviation  resource  for 
the  continent. 


“ Our  clients  trust  us  with 
their  lives,  with  the  lives  of 
their  loved  ones,  and  with 
access  to  important  and  often 
critical  business  deals.  So  its 
imperative  that  we  work  to  earn 
that  trust  by  doing  things  right 
and  doing  the  right  things.  ” 

CHARLES  ROBERTSON 
PRESIDENT,  PRINCIPAL  JETS 


In  addition  to  arranging  chartered  flights 
for  its  clients  around  the  globe,  Principal 
Jets  President  Charles  Robertson  says  the 
company  can  provide  African  organizations 
with  aviation-related  consulting  services  and 
aviation  maintenance  and  guidance.  “Principal 
Jets  is  excited  about  the  relationships  we  are 
forming  on  the  continent  of  Africa,”  he  says. 


or  from  locations  not  served  by  commercial 
airlines,”  he  says. 

Many  people  and  organizations  who  need  to 
fly  privately  can’t  afford  to  own  and  maintain 
their  own  aircraft.  Principal  Jets,  based  out 
of  Mississippi  and  Maryland,  has  access  to 
more  than  4,000  business  aircraft  positioned 
at  locations  around  the  world,  helping  clients 
dramatically  reduce  their  travel  time. 

A  FOCUS  ON  PEOPLE 

Robertson  makes  people  his  company’s 
highest  priority,  and  applies  a  customer- 
focused  approach  in  all  of  Principal  Jets’ 
business  dealings.  “Our  clients  trust  us  with 
their  lives,  with  the  lives  of  their  loved  ones, 
and  with  access  to  important  and  often  critical 
business  deals,”  he  says.  “So  it’s  imperative 
that  we  work  to  earn  that  trust  by  doing  things 


right  and  doing  the  right  things.” 

He’s  bringing  that  customer  focus  to  his 
business  in  Africa  and  to  work  with  African 
clients  abroad.  For  example,  Robertson’s 
company  recently  secured  private  jet  options 
for  U.S.  travel  for  First  Lady  Antoinette  Sassou 
Nguesso  of  the  Republic  of  Congo,  by  working 
with  her  representative,  Chriss  Portella,  and 
her  foundation,  Congo  Assistance. 

Principal  Jets  prioritized  Nguesso’s 
safety,  and  worked  to  ensure  that  she  and 
her  staff  had  an  enjoyable,  worry-free  flight 
experience.  Robertson  is  looking  forward 
to  applying  that  same  level  of  service  and 
the  benefits  of  private  aviation  to  a  growing 
market.  “The  savings  we’re  able  to  pass 
along  to  our  clients,  coupled  with  the  variety 
of  private  aviation  options  we’re  able  to  offer, 
lets  me  know  that  the  future  is  very  bright  for 
Principal  Jets,”  he  says. 


A  FOUNDATION  FOR  GROWTH 


The  private  aviation  market  in  Africa  and  around 
the  world  is  primed  for  growth.  Two  years  ago, 
an  estimated  420  private  jets  were  operating 
in  Africa;  according  to  aircraft  manufacturer 
Embraer,  as  cited  in  a  2013  article  in  African 
Business  magazine,  that  number  is  expected 
to  rise  to  670  by  2022.  The  aircrafts  serve  a 
range  of  organizations  in  industries  from 
manufacturing  to  healthcare  to  entertainment. 

At  one  time,  common  perception  held 
private  jets  to  be  a  wasteful  luxury  for  the 
wealthy,  but  Robertson  says  that  now  most 
charter  jet  clients  are  businesspeople  looking 
for  efficiencies.  “I’ve  dealt  with  clients  that 
needed  to  fly  to  multiple  cities  in  a  single  day, 
as  well  as  others  that  have  needed  to  fly  to 


The  interior  of  a  Bombardier  Challenger  604  business  jet  seats  i  1  passengers— an  option  presented  to 
Mr.  Portella  to  be  considered  for  the  U.S.  travel  needs  of  First  Lady  Antoinette  Sassou  Nguesso. 
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A  PLAN  FOR  AN  EMERGING  SENEGAL 


With  an  ambitious  new  economic  plan,  the  gateway  to  West  Africa 
builds  on  its  strengths  and  looks  ahead. 


President  Macky  Sail  planting  a  tree  during  the  3rd  Summit  of  Heads  of  State  and  Government  of  the  Pan-African  Agency  at  the  Great  Green  Wall  for  Sahara  and  Sahel  in 
Nouakchott,  Mauritania 


Senegal  is  at  a  turning  point.  This  West 
African  country  boasts  a  wealth  of 
positive  attributes,  including  political 
stability,  solid  institutional  foundations,  a 
strategic  geographic  location  and  under¬ 
exploited  natural  potential.  In  the  years 
to  come,  Senegal  intends  to  leverage  those 
resources  to  move  ahead  to  a  new  and 
promising  future. 

The  path  toward  that  future  is  outlined  in  the 
Emerging  Senegal  Plan,  or,  in  French,  “Plan 
Senegal  Emergent”  (PSE).  PSE  is  a  wide- 
ranging  policy  program,  launched  in  2014 
and  developed  by  President  Macky  Sail, 
whose  vision  is  to  improve  the  quality  of 
life  of  the  Senegalese  people  by  making 
the  country  a  powerful  regional  hub  and  at¬ 
taining  emerging  economy  status  by  2035. 
The  plan  provides  a  crucial  strategic  vision  for 
one  of  the  most  visited  countries  in  West  Africa. 
The  country  already  is  in  the  process  of  trans¬ 
forming  itself.  Investments  in  infrastructure 
are  paving  a  path  to  strong  and  sustainable 
growth:  The  country’s  port,  the  second-biggest 


in  the  region,  is  in  the  midst  of  an  ambitious 
modernization  process.  Construction  of  the 
country’s  largest  airport  is  nearly  complete 
and  should  have  a  significant  impact  on  the 
region.  The  country  is  seeking  to  capitalize 
on  strengths,  invest  in  its  people  and  move 
toward  a  vision  of  Senegal  as  a  regional  leader 
with  a  cohesive  society,  a  strong  private  sector 
and  solid,  sustainable  economic  growth. 

A  STRONG  FOUNDATION 
OF  DEMOCRACY 

Senegal  gained  its  independence  from  France 
in  1960.  In  the  half-century  since,  it  has 
emerged  as  one  of  the  most  stable  countries 
on  the  African  continent,  with  a  tradition  of 
civilian  rule  and  leadership  that  emphasizes 
good  governance.  The  country’s  democratic 
foundation  has  been  recognized  regionally 
and  globally;  the  Ibrahim  Index  of  African 
Governance  (HAG),  a  comprehensive  annual 
assessment  of  the  quality  of  governance  in 
African  countries,  ranked  Senegal  among  the 


top  ten  on  the  continent  in  terms  of  overall 
governance  in  2014.  Progress  has  been 
particularly  strong  in  recent  years:  Since  2010, 
Senegal  has  had  one  of  the  fastest-rising 
scores  on  the  HAG  list. 

This  tradition  of  stable  democracy  has 
contributed  to  a  history  of  macroeconomic 
stability.  According  to  the  IMF,  the  country  has 
managed  to  slash  its  poverty  rate  from  68% 
in  1995  to  47%  percent  today.  Senegal  has 
assessed  the  changes  it  needs  to  implement 
in  order  to  position  itself  for  stronger  and  more 
sustainable  growth  in  the  years  to  come,  and 
to  jump  to  the  next  level  of  development. 

A  MOMENT  OF  CHANGE 

Today,  Senegal  looks  to  build  on  this  solid 
foundation  through  the  development  and 
launch  of  PSE.  Following  the  vision  of 
President  Sail,  PSE  is  designed  to  lead 
to  a  more  robust  and  resilient  Senegal  by 
drawing  on  the  country’s  many  assets, 
while  making  smart,  strategic  moves  that 
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Top:  President  Macky  Sail,  President  of  the  ECOM44S  address  at  the  47th  Summit  of  Heads  of  State  and 
Government  of  ECOWAS,  Accra,  Ghana,  June  2015.  Bottom :  Place  de  I' independence  in  the  heart  of  Dakar 
contains  some  government  offices  housed  in  majestic  colonial  buildings. 


encourage  growth  and  share  it  equitably. 
Senegal’s  leadership  understands  that 
stimulating  growth  in  a  sustainable  fashion  is 
not  an  easy  task.  To  that  end,  the  country’s 
leadership  designed  PSE  as  a  comprehensive 
plan  that  can  work  on  many  levels.  The 
plan  leverages  many  of  the  country’s  areas 
of  strength,  such  as  its  location,  natural 
resources  and  population,  while  also  paving 
the  way  forward  with  significant  structural 
reforms.  The  PSE  concerns  every  Senegalese 
citizen.  President  Macky  Sail  has  involved  all 
his  compatriots  in  this  vision  of  the  future  for  a 
competitive  Senegal. 

The  ultimate  goal  of  the  PSE  is  to  create 
comprehensive,  sustainable  growth  aligned 
with  the  long-term  interests  of  the  country  and 
its  people.  It’s  not  just  the  country’s  leadership 
that  sees  the  potential  in  this  effort,  however. 
The  International  Monetary  Fund  (IMF)  has 
recognized  PSE  as  “a  unique  opportunity  to 
unlock  broad-based  and  inclusive  growth  that 
will  make  Senegal  a  regional  hub  and  an 
emerging  economy.” 

PSE’s  long-term  goal  is  to  achieve  emerging 
market  status  for  Senegal  by  2035.  The 
program  also  lays  out  aggressive  goals  over 
the  next  decade,  including  sustained  economic 
growth  of  7%  or  higher,  a  tripling  of  exports, 
creating  more  than  600,000  formal  jobs,  and 
increasing  average  per  capita  income  by  50%. 
Though  the  plan  is  still  in  its  early  stages,  a  June 
2015  IMF  report  cites  that  “early  signs  indicate 
positive  momentum  toward  plan  goals." 

This  early  progress  was  due  in  part  to  the 
enactment  of  crucial  reforms  aimed  at 
increasing  transparency  and  making  it 
easier  to  do  business  in  the  country. 
Senegal’s  leadership  believes  that  an 
economic  transformation  relies  on  a  similar 
transformation  of  the  country’s  business 
climate,  so  Senegal  has  committed  to 
instituting  reforms  at  all  levels. 

These  reforms  include  simplifying  and 
streamlining  the  process  for  cross-border 
trade;  making  it  easier  and  less  expensive 
to  register  property;  and  enabling  the 
online  submission  of  new  building  permits 
applications.  In  recognition  of  these  reforms, 
the  World  Bank’s  2015  Doing  Business 
report,  which  analyzes  the  regulations  that 
impact  business  activity  in  countries  across 
the  globe,  lauded  Senegal  as  one  of  the  top 
ten  countries  in  terms  of  making  progress 
toward  reforming  regulations. 

Senegal’s  leadership  also  has  made  an  effort 
to  incentivize  investment  in  certain  priority 
sectors  by  offering  tax  credits  and  benefits 
to  companies  investing,  hiring  or  relocating 


in  Senegal.  The  country  is  emphasizing  three 
key  emerging  industries  identified  as  having 
particularly  strong  potential  for  success  under 
this  type  of  program.  They  include: 

Agriculture: 

Developing  Senegal’s  agriculture,  fishing  and 
agro-food  industries  will  reinforce  the  country’s 
food  security,  while  also  energizing  the  rural 
economy.  Leveraging  the  full  potential  of  its 
agricultural,  animal  and  forestry  resources  will 
help  this  sector  become  a  tool  for  economic 
growth  and  job  creation,  particularly  for 
younger  workers. 

Mining: 

The  country’s  robust  mineral  resources  and 
fertilizer  sectors  are  expected  to  serve  as  a 
key  economic  driver. 

Industry: 

Senegal  aims  to  be  a  regional  industrial  and 
logistics  hub,  capitalizing  on  the  country’s 
geographic  assets  and  serving  as  the  entryway 
to  West  Africa. 


THE  DOORWAY  TO  OPPORTUNITY 

Senegal  plays  a  crucial  leadership  role  in  the 
economic  and  political  landscape  of  Africa,  and 
it  has  long  been  perceived  as  a  regional  role 
model  for  economic  growth  strategy.  President 
Sail  serves  as  president  of  the  Economic 
Community  of  West  African  States,  a  15 
member  organization  that  promotes  economic 
integration  across  the  region,  as  well  as  of 
the  New  Economic  Partnership  for  Africa’s 
Development,  the  economic  development 
program  of  the  African  Union. 

Senegal  is  also  central  in  the  region’s 
politics;  for  example,  it  has  served  a  key  role 
in  brokering  peace  in  regional  conflicts. 

The  country’s  geographic  location  on  the 
Atlantic  Coast  also  means  it  has  long  served 
as  an  entryway  to  the  wider  West  African 
region,  which  has  a  population  of  300 
million  people  and  a  common  external  tariff 
(CET),  which  facilitates  exchanges  between 
constituent  countries.  Senegal’s  location  on 
the  west  coast  means  that  it  is  approximately 
equidistant  from  North  America,  South 
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The  container  terminal  in  the  geographically  strategic  port  of  Dakar 


AIBD  is  47  kilometers  from  Dakar,  will  encompass 
4,500  hectares  (1 1 ,000  acres)  and  will  ultimately 
accommodate  up  to  20  million  passengers  annually. 


America,  Europe  and  southern  Africa.  This 
geographic  advantage,  combined  with  the 
country’s  history  of  stability,  a  strong  university 
system  and  modern  infrastructure,  makes  it  a 
natural  candidate  to  become  a  regional  hub. 
PSE  is  designed  to  help  Senegal  build  on  these 
strengths  as  it  continues  to  grow. 

PSE  recognizes  infrastructure  as  a  key  engine 
for  strong  and  sustainable  growth.  To  that  end, 
Senegal  has  made  significant  investments  in 
two  major  projects  that  are  nearing  completion: 

The  Blaise  Diagne 
International  Airport: 

With  construction  of  the  updated  and  moder¬ 
nized  Blaise  Diagne  International  Airport  (AIBD) 
85%  complete,  Senegal  is  poised  to  offer 
travelers  a  modernized  entryway  to  the  country 
and  the  wider  West  African  region.  AIBD  is 
located  just  47  kilometers  (29  miles)  from  Dakar, 
and  will  be  connected  to  the  capital  city  by  a  toll 
highway  and  an  express  train.  It  will  soon  be  the 
most  modern  airport  hub  in  the  region,  and  will 
offer  connecting  flights  of  under  three  hours  to 
more  than  ten  capital  cities.  The  facility,  which 
encompasses  4,500  hectares  (1 1 ,000  acres),  is 
being  constructed  modularly.  Initially  it  will  have 
capacity  for  3  million  passengers  per  year,  but 
in  its  final  phase  it  will  accommodate  up  to 
20  million  annual  passengers— a  passenger 
volume  that  is  on  par  with  the  airports  of 
Zurich  and  Johannesburg. 
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The  Port  of  Dakar: 

Senegal’s  port  on  the  Atlantic  Coast  is  already 
the  second-biggest  in  the  region,  and  the 
country  aims  for  it  to  become  the  top-tier  hub 
of  Africa’s  west  coast  by  2023.  To  achieve 
that  goal,  Senegal  is  investing  in  an  ambitious 
modernization  project  aimed  at  transforming 
the  Port  of  Dakar  into  a  port  of  the  future.  Doing 
so  involves  increasing  capacity  and  improving 
logistics  at  the  port,  which  includes  deepening 
channels  to  accommodate  new,  larger  ships 
and  investing  in  the  latest  generation  of 
cargo  conveyors.  These  improvements  were 
recognized  at  the  Africa  Ports  Awards  earlier 
this  year,  which  awarded  its  jury’s  grand  prize 
to  the  Port  of  Dakar  project. 

AN  INTERNATIONAL  DRAW 

Senegal  has  attracted  tourists  for  decades, 
thanks  to  its  stability,  cultural  institutions  and 
the  famous  warmth  of  the  Senegalese  people. 
The  country’s  nickname  is  la  teranga,  which 
means  “the  country  of  hospitality”  in  Wolof, 


Senegal’s  primary  indigenous  language. 
As  part  of  PSE,  Senegal  plans  to  develop 
and  expand  its  tourist  sector  with  the  goal 
of  attracting  more  tourists,  with  a  particular 
emphasis  on  international  business  travelers. 

In  2014,  the  country  celebrated  the  opening 
of  the  Centre  Abdou  Diouf,  an  international 
conference  center  featuring  a  1,500-seated 
auditorium  and  a  congress  room  designed 
for  global  assemblies  and  conferences. 
The  modern  conference  center  complex 
has  already  played  host  to  a  number  of 
important  international  events,  including  the 
International  Organization  of  La  Francophonie, 
an  organization  representing  French-speaking 
countries,  and  the  Africa  Climate  Talks 
organized  by  the  International  Institute  for 
Sustainable  Development. 

Another  objective  of  PSE  is  to  make 
the  capital  city  of  Dakar  a  regional  service 
hub,  a  place  where  corporate  headquarters 
and  international  institutions  are  based. 
The  country  also  plans  to  become  one 
of  the  top  three  offshoring  centers  in  French- 
speaking  Africa.  There’s  every  reason  to 


*  Left:  Rendering  of  Blaise  Diagne  International  Airport  Right:  International  Conference  Centre  Abdou  Dlouf  in  Diamniadio 


believe  that  Senegal  will  be  able  to  achieve 
these  goals  and  more.  The  country  sits  at  a 
crossroads,  but  has  already  embraced  what 
it  needs  to  do  to  move  forward.  As  long  as  it 
continues  to  draw  confidence  from  its  vibrant 
past  and  its  strong  institutions,  it  will  be  able 
to  forge  a  path  toward  a  brighter  future. 

ADDITIONAL  PSE  PROJECTS 

In  addition  to  the  new  airport  and  modernized 
port,  Plan  Senegal  Emergent  (PSE)  has  identified 
a  numberof  key  projects  that  span  multiple 
industries.  A  few  of  these  projects  include: 

Business  Park: 

A  mixed-use  business  park  for  the  regional  head 
offices  of  multinational  companies,  international 
organizations  and  their  related  services,  as 
well  as  regional  managers.  The  objective  is  to 
develop  and  open  the  business  park  by  2017 
and  to  attract  at  least  50  regional  head  offices. 

Express  Train  Dakar-AIBD: 

A  new  57-km  (35-mile)  standard  gap  track 


between  Dakar  and  the  new  Blaise  Diagne 
International  Airport. 

Faleme  Iron  Mine: 

An  iron  ore  mine  in  the  Kedougou  region  with 
the  potential  to  produce  25  million  tons  of 
iron  ore  annually  starting  in  2024,  intended  for 
export  and  to  supply  local  building  and  civil 
engineering  projects. 

Prevention  Center: 

A  new  facility  that  will  provide  cancer  support, 
treatment  and  teaching  facilities  to  residents 
of  Senegal  and  the  sub-region,  through 
the  concept  of  Dakar  Medical  City.  The 
facility  will  reduce  the  need  to  seek  costly 
treatment  abroad  in  Europe,  and  North  and 
South  Africa. 

City  of  Knowledge: 

A  12-hectare  (30-acre)  development  in  the 
Dakar  suburbs  aimed  at  bringing  together 
resources  from  higher  education,  research 
and  the  business  world. 
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BALANCING  GROWTH 
AND  RESPONSIBILITY 


Zenith  Bank  Pic  has  grown  to  become 
Nigeria’s  largest  bank  based  on  Tier-1 
capital,  and  the  sixth-largest  bank  in 
Africa  since  it  was  founded  in  1 990. 

With  N3.8  trillion  (US$19.3  billion)  in  assets,  the  Lagos- 
headquartered  bank  now  has  more  than  500  branches  and 
business  offices  throughout  Nigeria.  The  bank’s  success 
has  helped  push  Founder  and  current  bank  Group  Chairman  Jim  Ovia 
into  the  30th  spot  on  the  Forbes  2014  Africa’s  50  Richest  list. 
Through  it  all,  Zenith  Bank  has  maintained  a  sharp  focus  on  its 
customers  and  the  role  they  have  played  in  its  growth,  as  well  as  on 
supporting  the  communities  in  which  it  operates. 

INVESTED  IN  SERVICE 

When  Ovia  first  founded  Zenith  Bank,  he  aimed  to  improve  and 
modernize  a  Nigerian  banking  system  that  was  largely  conservative 
and  inefficient— a  system  in  which  long  wait  times  and  inaccessible 
branches  were  the  norm.  In  particular,  Ovia  saw  a  need  for  the  nation’s 
banking  industry  to  embrace  electronic  banking  if  it  were  to  compete  at 
an  international  level. 

Zenith  Bank’s  mission  statement  claims  it  seeks  to  deliver  exceptional 
service  “that  exceeds  customer  expectations.”  By  many  measures,  it’s 
a  vision  the  bank  has  successfully  delivered— customer  deposits  rose 
through  the  first  half  of  2015  to  N2.5  trillion  (US$12.7  billion),  and  Zenith 
Bank  recently  won  the  best  customer  service  award  in  Nigeria  in  the 
2015  Global  Banking  &  Finance  Review. 


Jim  Ovia,  Chairman  of  Zenith  Bank 


Zenith  Banks  gross  earnings  for  the  half-year  period  ending 
June  30,  2015 ,  rose  24%  to  N229.1  billion  (US$1.15  billion)  over  the 

same  period  last  year. 


A  KEEN  SENSE  OF  CORPORATE  AND  SOCIAL  RESPONSIBILITY 

This  year,  Zenith  Bank  was  also  named  Best  Corporate  Governance 
Bank  in  Nigeria  in  the  2015  Global  Banking  &  Finance  Review. 
The  award  recognized  Zenith  Bank’s  focus  on  effective  corporate 
oversight  and  a  desire  to  build  trust  with  its  customers.  It  is  these  very 
values  that  have  shaped  the  bank’s  corporate  social  responsibility 
program,  which  targets  opportunities  to  give  back  to  communities 
in  sustainable  and  effective  ways.  These  initiatives  have  touched  on 
areas  including  healthcare,  education,  skills  development  and 
environmental  sustainability. 

Ovia  is  also  known  for  his  personal  involvement  in  philanthropy.  The 
chairman  stepped  down  as  CEO  of  the  bank  after  20  years  at  its  helm, 


which  enabled  him  to  devote  more  time  to  philanthropic  efforts, 
including  founding  the  Youth  Empowerment  &  ICT  Foundation  and 
the  Mankind  United  to  Support  Total  Education  (MUSTE).  The  former 
seeks  to  provide  access  to  information  and  communication  technology 
for  Nigerian  youth,  while  the  latter  provides  scholarships  to  the 
less  privileged. 

As  Zenith  Bank  continues  to  grow,  so  does  its  ability  to  positively 
impact  the  communities  it  touches.  Indeed,  thanks  to  better-than- 
expected  growth  and  performance  of  its  loans,  Zenith  Bank  is  preparing 
to  issue  its  first-ever  interim  dividend  to  shareholders.  It’s  just  one  more 
milestone  for  a  bank  that  has  come  a  long  way  over  the  past  25  years. 
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PROMOTION 
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New  administrations  pave  the  way  for 
prosperity  in  Egypt ,  Nigeria 
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LEADING  Global  Economies 


6  of  12  World  Bank  choices  are  African 


INFRASTRUCTURE 

Improvements  Across  Africa 


New  investments  in  Suez  Canal, 
Inga  Dam  and  airport  near  Dakar 


ANGOLA  is  the  #1 


African  oil  partner  of  the  U.S. 
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